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SUITE 1600 JAMESK. POLK STATE OFFICE BUILDING

NASHVILLE, TENNESSEE 37243-0273
PHONE (615) 401-7872
FAX (615) 741-5986
Governor Phil Bredesen, Chairman John G. Morgan, Secretary

December 8, 2008

The Honorable Phil Bredesen, Governor and Chairman
and
Members of the Tennessee State School Bond Aughorit

| am pleased to submit the Comprehensive Annuahrigial Report of the Tennessee State School Borttofity (the

“Authority”), a component unit of the State of T&ssee, for the fiscal year ended June 30, 2008pdRsibility for both

the accuracy of the data and the completeness antk$s of the presentation, including all disalesu rests with the
Authority. All disclosures necessary to enable tbader to gain an understanding of the Authoritiyiancial activities
have been included.

This letter of transmittal is designed to complem&fanagement’s Discussion and Analysis and shoe@drdad in
conjunction with it. The Authority’'s Managementdbussion and Analysis can be found on pages 3 tHisoreport.

BUSINESS ENVIRONMENT

L egal Authority

The Tennessee State School Bond Authority, craat@865, is a corporate governmental agency artauimentality of the
State of Tennessee whose purpose is to financeéatgpbjects for public institutions of higher edtion located in
Tennessee and to finance projects approved purdoattie Qualified Zone Academy Bond Program of faderal
government. The Authority has no taxing power. sBant to Section 49-3-120%ennessee Code Annotated (“T.C.A.”),
the Governor serves as Chairman and the Comptiilire Treasury serves as Secretary to the Aughori

Higher Education Facilities Programs. Pursuant to the General Higher Educational FaesliBond Resolution adopted in
May 1967 (“1967 Resolution”), bonds were issuegrmvide funds to make loans to the institutionfigher education. In
April 1998, the Authority adopted the Higher Educasal Facilities Second Program General Bond Réisolu(“1998
Resolution”) with the same purpose. At that tities 1967 Resolution was closed, and all bonds emeissued pursuant to
the 1998 Resolution. Projects financed by the Arith must be revenue producing. The fee chargedifiancing a
project includes both a debt service and an adinatige component. The Authority has financed detg of projects
including dormitories, athletic facilities, parkinfgcilities and major equipment purchases. Thesgeq@s could be
contrasted with capital projects for basic educatieeds such as classrooms and libraries thauaded from the proceeds
of the State’s general obligation bonds.

In 1997, the Authority approved a Commercial Papesolution that authorized the issuance of up &D$tillion. In the
fiscal year ended, June 30, 2008, the Authoritydased to the authorization to issue a maximum amafub350 million.
However, under the current Credit Agreement witht&Street Bank and Trust Company, limits the marinamount of
outstanding commercial paper is $300 million. Twmmercial Paper is used to fund certain highecaiion facility's



projects during the construction phase of thosgept® When the projects are placed in serviggg-term, fixed-rate debt
is issued to finance the project over its usefel payback period and the commercial paper is radde Certain equipment
and property acquisitions are financed solely wittiie commercial paper program. Equipment finarsaéely within the
commercial paper program has a useful life of foveeven years.

Qualified Zone Academy Bond Program. In 1999, the General Assembly authorized the Authao issue Qualified
Zone Academy Bonds (“QZAB”) pursuant to program uiegments approved by the Congress of the UnitedeStin
Section 226 of the Taxpayer’'s Relief Act of 199These bonds are a part of a federal governmentgmogn which a
federal income tax credit is given to investordi@u of interest payments on the bonds. These dand issued under the
provisions of the Authority’s Qualified Zone Acadgmonds First Program Resolution. They are nopetigd by either
the 1967 Resolution or the 1998 Resolution for ldigRducation Facilities. Through this programnleare provided to
local education agencies to fund the renovatiomla$sroom buildings and to purchase equipment hamece learning
opportunities. Funding for this program is limitedthe amount allocated by the federal government.

Responsibility of M anagement

Management assumes responsibility for the faireregion of the financial statements found in tigigort in conformity
with accounting principles generally accepted ie tnited States of America; for compliance with laggble laws,
regulations, and the provisions of contracts (idelg bond resolutions); and for establishing andnimaining effective
internal control over financial reporting, operaisp and compliance

Internal Control. In developing the Authority's accounting system,cmwonsideration was given to the adequacy of
internal accounting controls. Such controls aregiesl to provide reasonable, but not absolute asserregarding (1)
preventing, deterring, and detecting fraudulenivagt and (2) the reliability of financial recordssed in preparing
financial statements. The concept of reasonalderasce is based on the assumption that the casteohal accounting
controls should not exceed the benefits expectée werived from their implementation.

Independent Audit Committee. T.C.A. 8 4-35-101 requires that a state governingrth, council, commission, or
equivalent body that (a) has the authority to lainel terminate its employees or (b) is responsimdte preparation of
financial statements, whether included in the foiahstatements of other entities or free standsigll create an audit
committee. The Authority appointed an independermit committee on August 12, 2004.

The Authority approved an Audit Charter createdtiyy Audit Committee on September 14, 2006. TheitAGHarter
defines the responsibilities of the Audit Commitéesefollows:

e Overseeing the Authority's financial reporting amethted disclosures, especially when financialest&nts are
issued,;

e Reviewing management’s process for assessmergkofinicluding fraud risk, for adequacy;

e Reviewing documentation of assessment resultsteyrdene that internal controls are sufficient tdigate the
assessed risks in the agency;

o Formally reiterating, on a regular basis, to theh@uity or its management and staff, the respolititof the
Authority or its management and staff to preveetedt and report fraud, waste and abuse;

e Serving as a facilitator of any audits or invediigas of the Authority, including advising auditoend
investigators of any information the Committee megeive pertinent to audit or investigative matters

e Promptly notifying the Comptroller of the Treaswfyany indications of fraud; and

o Establishing a process by which employees, taxgayaxestors or other citizens may confidentiakpart
suspected illegal, improper, wasteful or frauduleettvity and ensure procedures exist for the ptcegtention,
and treatment of such complaints.



The Borrowers

Higher Education Facilities Programs. Public higher education in Tennessee is coordinbjethe Tennessee Higher
Education Commission and consists of two systeiitse University of Tennessee campuses governedebytiiversity of
Tennessee Board of Trustees and the state unigsrgibmmunity colleges, and state technology cergeverned by the
Tennessee Board of Regents of the State Univeasity Community College System of Tennessee. ThedBaare the
governing bodies for all public higher educationfennessee.

The University of Tennessee has four campuses (@ixWlle, Martin, Memphis, and Chattanooga), witB 8olleges,
schools and divisions, all of which constitute agée “Institution”. The Tennessee Board of Regegugerns the State
University and Community College System. It cutherincludes 6 universities, 13 community collegasd 28 state
technology centers. The technology centers ar@erohitted to borrow from the Authority.
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Eligible Higher Education Institutions

Austin Peay State University

East Tennessee State University

Middle Tennessee State University
Tennessee State University

Tennessee Technological University
University of Memphis

University of Tennessee at Chattanooga

University of Tennessee at Knoxville
University of Tennessee at Martin

University of Tennessee Health Science Centitemphis
Chattanooga State Technical Community College
Cleveland State Community College
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13 Columbia Staten@anity College
14 Dyersburg Statnmunity College
15 Jacksore &ammunity College

16 Motlow State Conityp@ollege
17 Nashvils#esTechnical Community College
18 Northeast State Techin@ammunity College
19 PelisState Technical Community College
20 Roande&s@ommunity College
21 SouthwesinBssee Community College

22 Volunteer State Community College
¥Y@alters State Community College



Qualified Zone Academy Bond Program. The QZAB program is a capital financing progranginally authorized by the
federal government. The borrowers of the QZAB paog consists of local education agencies that averged by the
Tennessee Department of Education. There arertily i local education agencies participatinghia QZAB program.
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Participating QZAB Local Education Agencies

Benton County Schools
Blount County Schools
Davidson County Schools
Hamilton County Schools

Humboldt City Schools
Kingsport City Schools

Lincoln County Schools
Loudon County Schools
Memphis City Schools
Montgomery County Sdsoo

Rhea County Schools

Scott County Schools
Unicoi County Schools

Knox County Schools
Lexington City Schools
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The Programs

Higher Education Facilities Programs. The Authority and each Board have entered intors¢pdinancing agreements
under which the Authority agrees to finance prajemtd the respective boards agree to make payreettie Authority.
Under each financing agreement, the relevant boavdnants and agrees to establish and collecafegsharges at each
institution at a level sufficient to produce in bdiscal year no less than two times the amountired for the payment of
the aggregate of financing charges.

Qualified Zone Academy Bond Program. In Tennessee, local education agencies do na taxing power. The power
to tax is vested in cities and counties. Localcation agencies receive their funding from the eityl/or county where
they are located. To receive a QZAB loan, a lethlcation agency, in cooperation with its city ourtty, must complete
an application provided by the Tennessee Departofdatiucation. The Department of Education revidvesapplications
and recommends to the Authority the projects deewmthy of funding. Each local education agency #me respective
city or county enters into a loan agreement with Authority under which the Authority agrees todfitce the projects and
the respective city or county agrees to repaydha.|



Futur e Outlook

Enrollment Trends in Higher Education. Enrollment, on a full-time equivalent basis, in ffeigar public institutions of
higher education has increased 15.5% over thetpasyears and 4.3% in two-year public institutiovith a combined
increase of 11.9%. For the remainder of this decadstained growth in the number of graduatesumemti by public and
private high schools in Tennessee is expectedths eesult of the baby-boom echo. More Tennesskaws been able to
attend college since the advent of the State ipiter2002, which provides funding for the TennesEeeication Lottery
Scholarship program. It is expected that the Tesee Education Lottery Scholarship program willvjzte scholarships to
more than 88,000 students in the 2008-2009 acadgeaic In the Knowledge Economy, the importance&eckiving
training beyond high school is significant. Theowing demand for higher education will guaranteat tthe higher
education system will sustain its long-term delhootments well into the future.

Infrastructure Demand, K-12 Education. The Tennessee Advisory Commission on Intergovemtal Relations
(“TACIR”) reports that during the five year periad June 2004 to June 2009 the demand for improvisrtenexisting

schools and technology upgrades total over $1.286nbwith $688 million of that being for technaly. The State was
allocated $8.950 million of QZABs in 2007 to aidfimding this demand. The Authority also has thevgr to intercept
state-shared taxes should the community fail toerakely debt service payments.

FINANCIAL INFORMATION

Budget. The Authority has no formally approved operatingldpet. However, controls are in place to assuranitimal
compliance for each project. All loans made anddsoissued must be approved by the Authority inlipubeetings.
T.C.A. § 49-3-1201 et. seq. permits the Authorityrtake and collect charges from the borrowerslf@dministrative fees
that it determines to be reasonable. These adirdtiie fees include but are not limited to cogllating to the issuance
and payment of debt, liquidity facilities, trustiees, and administrative costs of staff. All steds and charges are subject
to independent audit for reporting and complianagpses.

Financial Statements. A discussion of the financial statements is inctlida pages 7 - 9 in the Management’s Discussion
and Analysis section of this Comprehensive Annuiaakcial Report.

Cash Management. Authorized investments are identified in the vasidaond and note resolutions. Unexpended bond
and note proceeds are invested by the State Tezaisuthe State Pooled Investment Fund. Investsehinoneys held in
the debt service reserve fund are held by the &eusDecisions on investments in the debt sergserve fund are made by
the State Treasurer’s staff in consultation with futhority staff and the Trustee.

Payments made into the sinking fund for the Seti@39, 2001, and 2003 QZAB bonds are held in th¢eeSeaoled
Investment Fund and invested by the State Treasuier the Series 2004 and 2005 bonds, howeverAdtigority entered
into Forward Delivery Agreements (the “Agreementsith the Bank of America, N.A. and J.P. Morgan &a8ank, N.A.
(collectively, “the Banks”) whereby the Banks seldwe sinking fund investments from eligible setias defined in the
Agreements. Such investments are held by the Stasurer in the Authority's name. Investments @escribed in the
Notes to the Financial Statements, Note 2, of tdyi®rt.

OTHER INFORMATION

Securities and Exchange Commission Disclosures. The Tennessee State School Bond Authority has exhterto a
Continuing Disclosure Undertaking (“Undertaking”jtlivrespect to certain debt issues. The Undertpkias made for the
benefit of the holders of the debt pursuant to &&curities and Exchange Commission Rule 15c2T#e Authority has
covenanted to provide certain annual financial rimfation, including audited financial statements,vasdl as certain
additional financial and operating data. Howevarancial and operating data required pursuanh® Wndertaking is
included in the Comprehensive Annual Financial Repbthe State of Tennessee, not in this repdihe reader of the



State’s Comprehensive Annual Financial Report shaide the index located at the end of that repwiténtify the
specific pages where the information is presented.

Independent Audit. T.C.A. 8§ 4-3-304 requires that the Department oidif performs currently a post-audit of all
accounts and other financial records of the statemyment, and any department, institution, officeagency thereof in

accordance with generally accepted auditing statsdand in accordance with such procedures as mestablished by the
Comptroller of the Treasury.

Awards. The Government Finance Officers Association ofltimited States and Canada (GFOA) awarded a Cetéfinla
Achievement for Excellence in Financial Reportitgthhe Tennessee State School Bond Authority focataprehensive
annual financial report for the fiscal year endedel30, 2007. This was the fifth consecutive yhat the Authority has
achieved this prestigious award. In order to barded a Certificate of Achievement, a governmenstrpublish an easily
readable and efficiently organized comprehensiveuahfinancial report. This report must satisfgtbgenerally accepted
accounting principles and applicable legal requéeets.

A Certificate of Achievement is valid for a periof one year only. We believe that our current coghpnsive annual
financial report continues to meet the CertificatéAchievement Program’s requirements and we abendting it to the
GFOA to determine its eligibility for another céidate.

Acknowledgements. The preparation of the comprehensive annual firrdmeport was made possible by the dedication of
the staff of the Division of Bond Finance in thdi€d of the Comptroller of the Treasury.

Respectfully submitted,

Mg TRergerst Gotlua

Mary-Margaret Collier, Assistant Secretary
Tennessee State School Bond Authority
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STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT

SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 401-7897
FAX (615) 532-2765

Independent Auditor’s Report

November 12, 2008

The Honorable John G. Morgan
Comptroller of the Treasury
State Capitol

Nashville, Tennessee 37243

Dear Mr. Morgan:

We have audited the accompanying statements of net assets of the Tennessee State School Bond Authority,
a component unit of the State of Tennessee, as of June 30, 2008, and June 30, 2007, and the related statements of
revenues, expenses, and changes in net assets and cash flows for the years then ended. These financial statements
are the responsibility of the Authority’s management. Our responsibility is to express an opinion on these financial
statements, based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion. Tennessee statutes, in addition
to audit responsibilities, entrust certain other responsibilities to the Comptroller of the Treasury. Those
responsibilities include serving as a member of the board of directors of the Tennessee State School Bond Authority.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Tennessee State School Bond Authority as of June 30, 2008, and June 30, 2007, and the
changes in its financial position and cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The management’s discussion and analysis, as listed in the table of contents, is not a required part of the
basic financial statements but is supplementary information required by accounting principles generally accepted in
the United States of America. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements. The
accompanying financial information listed as supplementary schedules in the table of contents is presented for
purposes of additional analysis and is not a required part of the basic financial statements. Such information has



The Honorable John G. Morgan
November 12, 2008
Page Two

been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

The introductory and statistical sections, as listed in the table of contents, are presented for purposes of
additional analysis and are not required parts of the basic financial statements. Such information has not been
subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on it.

In accordance with generally accepted government auditing standards, we have also issued our report dated
November 12, 2008, on our consideration of the Authority’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, and contracts (including the bond resolutions) and
other matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
generally accepted government auditing standards and should be read in conjunction with this report in considering
the results of our audit.

Sincerely,

(AR gy

Arthur A. Hayes, Jr., CPA
Director

AAH/ddm



Management’'s Discussion and Analysis

As management of the Tennessee State School Bortldorty (the “Authority”), we offer readers of the
Authority’s financial statements this narrative osew and analysis of the financial activities asgented in the
financial statements and notes to the financidestants of the Authority for the fiscal year endeie 30, 2008.
These activities are compared to the results offidoal years ended June 30, 2007, and 2006. Weueage

readers to consider the information presented inezenjunction with additional information that wave furnished

in our letter of transmittal, which can be foundpages i - viof this report.

Program Activity Highlights

The Authority’s purpose is to provide loans to 8tate’s higher education institutions by issuingd®and notes of
the Authority and to local education agencies (“ldEAthrough Qualified Zone Academy Bonds (“QZABsThe
tables below summarize this business activity.

Higher Education Facilities Programs

2008 2007 2006
Number of institutions with outstanding loans 23 23 23
Total number of outstanding loans 302 301 272
Balance of outstanding loans $859,656,775 $695,285,39$578,693,784
Number of loans approved in fiscal year 28 18 19
Dollar value of loans approved in fiscal year $ 408,890 $ 127,095,000 $ 108,133,760
Dollar value of loans approved in fiscal year -unfed $ 337,845,001 $ 126,075,466 $ 107,250,572
Dollar value of loans financed in fiscal year $ 142880 $ 145,268,339 $ 87,819,428
Bonds issued in fiscal year $ 118,530,000% 137,710,000 $ 66,305,000
Commercial paper issued in fiscal year $ 147,376,009 131,448,000 $ 66,000,000

Qualified Zone Academy Bond Program

2008 2007 2006
Number of LEAs with outstanding loans 14 14 14
Total number of outstanding loans 23 23 23
Balance of outstanding loans $ 33,613,648 28,438,951 $ 22,401,091
Number of loans approved in fiscal year - - -
Dollar value of loans approved in fiscal year -$ - $ -
Dollar value of loans approved in fiscal year -unded - $ - $ -

Dollar value of loans financed in fiscal year 7,74 $ 10,260,932 $ 9,732,516

¥ B B B

Bonds issued in fiscal year - % - $ 17,545,00(




The financial statements and the analysis providegte remainder of this report reflect the finahecesults of this
activity.

Debt Administration

Pursuant to Section 49-3-1201 et sdgnnessee Code Annotated, the General Assembly of the State created the
Tennessee State School Bond Authority to issue $and notes to fund capital projects for the higrdcation
institutions including both four-year institutiom®d two-year community colleges. Such loans ayalpa from
user fees or savings generated from the projedtseiicase of energy conservation projects. In 1898%tatute was
amended to authorize the Authority to issue QZAB®$ehalf of local education agencies throughoutSta¢e. For
more specific financial information on long-termbtactivity, see Note 5, Debt Payable, on pages 23 - 29 in the
Notes to the Financial Statements.

Higher Education Facilities Programs. When an institution applies for project fundifgaugh the Authority, an
analysis of the financial feasibility of each loapplication is undertaken before it is approvedhsy Authority.

Each higher education system (the University ofrfiesee and the Tennessee Board of Regents) miuskeiniT its

annual budget sufficient funds to repay total dehwiice. This pledge is a gross revenue pleddkeoinstitution

and its system. The Authority is also authorizgdtatute to intercept the state appropriatiorh#t institution and
system if the institution fails to make timely daletvice payments to the Authority.

Generally under the financing program for higheuaadion institutions, a project is funded throulgh Authority’s

commercial paper program during its constructiomsgh When projects totaling $50 million or greatee

completed or near completion, the Authority fixee interest rate for the term of the project byiisg long-term

debt. The range of the commercial paper inteetssrare shown below for the fiscal year ended 3002008, as
compared to the fiscal years 2007 and 2006. Tingeraf the commercial paper interest rates weumetibn of the
term of the commercial paper and a volatile capitatket.

Higher Education Facilities Programs
Commercial Paper Interest Rates Range

Tax-Exempt Taxable
Fiscal Year Low High Low High
2008 0.70% 3.90% 2.45% 5.40%
2007 3.20% 3.85% 5.08% 5.42%
2006 2.10% 3.63% 3.07% 5.00%

During the fiscal year ended June 30, 2008, thdénity amended the Credit Agreement with StateeStBank by
increasing the total amount of commercial papestanding to $300,000,000. The Credit Agreemenh \Bitate
Street Bank has an expiry date of March 30, 20aanommitment fee of .105% paid quarterly in asedf the
liquidity facility is called upon, the Authority nstirepay the advance on the earlier of (i) the dagach Advance
or (ii) the Termination Date. Should the Authorfil to repay the advance by the Term Loan Clodiade, the
principal amount will convert to a term loan witix equal semi-annual payments. As of the fiscalysnded June
30, 2008, the Authority has not had to call upamnliquidity facility.

Interest rates on the higher educational facilitbegy-term fixed-rate tax-exempt bonds range frolova of 2.25%
to a high of 5.00% and the interest rates on thjbdrieducational facilities long-term fixed-ratgahle bonds range
from a low of 2.80% to a high of 7.15%. By poolithge financing of their capital needs, managemetfieves that
economic efficiencies of a single large borrowimgnénistered by one agency is achieved. The credihiness of
both large and small institutions is homogenized oane credit resulting in a lower cost of borrogviend providing



a more equitable cost to students and other useosrepay the debt through various user fees antjebaand
student debt service fees. Additional benefitywiedo the higher education institutions and the systems by
having one point of debt issuance and administrtio all institutions of higher education througiithe state.

Higher Education Facilities Programs
Balance of Outstanding Loans by Fiscal Year
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Higher Education Facilities Programs
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As of the fiscal year ended June 30, 2008, the ditthis higher education facilities program wasechtAA, Aa2,
and AA by Fitch, Moody's Investors Service and St & Poor’'s Rating Group, respectively. Moody's
commented that the rating reflected the improvexpects for state funding for public higher edusath the state
and the centralized stewardship of higher educatiapital and debt programs, combined with the sgtron
fundamental credit quality of the public higher edtion system in Tennessee. Standard & Poor’d tite reason
for the rating was the increasing system revenes fehich provide strong debt service coverage, elkag an
improved state funding environment and strong dedmtagement.

Qualified Zone Academy Bond Program. The QZAB program is a capital financing programgioally
authorized by the federal government under the agempRelief Act of 1997, Section 227(a). A QZABaisaxable
bond issued by the State, the proceeds of whichused to finance certain eligible public schookshavation
projects and equipment purchases. During the timeebond is outstanding, an eligible holder of aA®Zis
generally allowed annual federal income tax creiditseu of receiving periodic interest paymentsnfr the issuer.
These credits compensate the holder for lendingemm the borrower and function as payments ofrésteon the
bonds. The Tennessee Department of Educationibditds the application for a QZAB allocation to &dtal
education agencies in the State. The Departmentmmends those projects that best meet the regeirtsnof the
program to the Authority for funding.

The local education agencies and the city or cosapporting the agency must provide a general atibg pledge
to the Authority for the repayment of its loansheTAuthority is authorized to intercept the locaienunity’s state-
shared taxes, should the local education ageney/tmvernment fail to repay its loan timely.

Dollar Value of QZAB Loans Approved - Inception toJune 30, 2008
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Overview of the Financial Statements

The Authority is a discretely presented componemt of the State of Tennessee and uses propridtarg

accounting. The financial statements are preparednformity with accounting principles generadlgcepted in
the United States of America using the accrualshalsaccounting and the flow of economic resourneasurement
focus. This basis recognizes revenues when eanddexpenses at the time liabilities are incurrétsing the
economic resources measurement focus, a readeessnped information that allows him/her to detemmthe
transactions and events that have increased oeaten the total economic resources for the period.



This discussion and analysis is intended to sesvaraintroduction to the Authority’s basic finaricséatements.
The Authority’s basic financial statements comptige components: 1) the basic financial statemants2) notes
to the financial statements. The basic finandatesnents consist of the Statement of Net Assetgei@ent of
Revenues, Expenses and Changes in Net Assetsatatiement of Cash Flows.

The Statements of Net Assets foundpage 13depict the Authority’s financial position at JuB@, 2008, and June
30, 2007. The Statements of Revenues, ExpenseStaartyes in Net Assets found page 14portray the results of
operations and the change in net assets for tirs peasented. The Statements of Cash Flows fonmdges 15 -
16 summarize the sources and uses of cash for thed fijpars presented. These statements are accardpiayi
notes to the financial statements that providerinfion that is essential to the reader’s undedstanof the
financial statements. The Authority’'s basic finahcstatements are followed by supplementary infaion
containing the financial statement informationheg program level.

Financial Analysis of the Authority

Standard indicators of financial success are npliggble to the Authority. The financial goal bt Authority is to

provide timely access to the capital markets faalified educational institutions at the lowest pbiescost. The

Authority successfully achieved this goal. The Harity frequently entered the short-term markethwifreat

success. Likewise, when long-term debt was sol0id6 and 2008, at competitive sale, 12 syndigaleesed bids

for the 2008A Bonds and eight syndicates placed liid the 2006 A and B Bonds. There were no imdsle
requiring the Authority to draw from the debt seevireserve fund or refuse a loan from an applidaset to the

inability to obtain capital funding. In the fiscg¢ar ended June 30, 2007, the Authority issuachibfig bonds that
were sold at a negotiated sale which generatepresent value savings of $3,629,728.

Statements of Net Assets Summary
(in thousands)
2008 2007 2006
Current assets $ 72,037 $ 66,939 $ 139,409
Noncurrent assets 889,627 725,350 599,791
Total assets 961,664 792,289 739,200
Current liabilities 40,670 35,945 35,680
Noncurrent liabilities 913,144 748,787 696,923
Total liabilites 953,814 784,732 732,603
Net assets (unrestricted) $ 7,850 $ 7,557 $ 6,597
Note: The Authority owns no capital assets.

Current assets include approximately $17,800,608nekpended bond proceeds and commercial papanat3D,
2008, that will fund approved loans, as comparedapproximately $15,828,845 at June 30, 2007, and
approximately $97,900,057 at June 30, 2006. Dutirgyfiscal year ended June 30, 2008, the Authdsiyed
$118,530,000 in Higher Education Facilities Secétrdgram Bonds which were used to retire $64,927 @00
commercial paper proceeds with the remainder tad fuarious costs for the projects involved. Durthg fiscal
year ended June 30, 2007, the Authority issued $187000 in Higher Education Facilities Second PangBonds
which were used to retire $28,735,849 of commenu#der proceeds and partially refund a portiorhef 1996B,
1996C, 1998A and 2002A bonds with the remainddunal various costs for the projects involved. Tatinding
resulted in a net present value savings 3630,728. During the year ended June 30, 2006, the Auth@gyed
$66,305,000 in Higher Education Facilities SecomdgRam Bonds which were used to retire $55,474,600
commercial paper proceeds with the remaining prgesed to fund various costs needed to completerijects
involved in the bond issue. Principal paymentseneade on the long-term bonds in the amount ofG830000 in
2008; $28,497,000 in 2007; $22,201,000 in 2006. ririgu 2008 the Authority issued $147,376,000 in new
commercial paper and redeemed $68,342,000. ThieoAtyt issued $131,448,000 in new commercial pavet
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redeemed $96,299,000 during 2007 and issued $66@M@h new commercial paper and redeemed $11,096,0
during 2006. The Authority also issued $17,545,60Qualified Zone Academy Bonds during the yeatezhJune
30, 2006. There were no QZAB'’s issued in the figears ended June 30, 2007 and June 30, 2008.

The net assets are available to fund ongoing dpasataind other expenses necessary to meet the godie
Authority. The slight increase in the net assetstifie year ending 2008 was primarily due to tiseasce of the
2008 bonds. The increase in net assets duringetreending 2007 was primarily related to the iaseein earnings
on the Authority’s loans and investments. The Awitly continues to absorb certain administrativets@ssociated
with bonded indebtedness of the higher educatioitites program rather than passing those costeagdorrowers
of the higher education facilities program.

Statements of Revenues, Expenses, and
Changes in Net Assets Summary
(in thousands)

2008 2007 2006

Operating Revenues

Revenue from loans $ 34,991 $ 30,157 $ 26,841

Investment earnings 1,356 1,975 1,761
Total operating revenue 36,347 32,132 28,602
Operating Expenses

Interest expense 33,629 28,496 26,476

Subsidy to borrowers 1,183 1,578 1,440

Other expenses 1,242 1,098 889
Total operating expenses 36,054 31,172 28,805

Operating income (loss)
and change in net assets $ 293 $ 960 $ (203)

Note: The Authority has no non-operating revenues or expenses.

The Authority’s operating revenues include revefrom loans in the form of administrative fees, et on loans,
and investment income earned on cash. Operatipgnaes include interest expense on outstandingsband
commercial paper, administrative expenses, anénhartization of bond costs of issuance. The Auth@lected
to return the investment income that it earns amdfuheld by the Trustee and interest earned oneanbhdmnd
proceeds as a subsidy to its borrowers in the higtecation facilities program

Pursuant to the bond resolution for the QZABs, Bigk-und payments are invested in the State Pdolsbtment
Fund (the “SPIF"). SPIF rates for 2008 ranged frd125% to 5.29%. Investment earnings related ¢oQEAB
program are held by the Authority for the benefittle local education agencies and credited ta tinélividual
loans annually. Pursuant to the bond resolutiorttfe 2004 and 2005 Series QZABs, sinking fund pays are
invested in Forward Delivery Agreements which gotgas a fixed rate of interest of 3.00% and 3.64%,
respectively, on investments. The investmenthalé by the State Treasurer in the Authority’'s name

Although there was an increase in total operat@vgmnues, there was a larger increase in total tipgraxpenses to
offset it which caused a decrease in operatingnircand change in net assets between the fiscat 808 and
2007. The increase in interest expense due tmthneasing interest rates was the primary reasoth®increase in
operating expenses and the total decrease in opeiatome and changes in net assets. The incieag®erating
income and change in net assets between the fiseab 2007 and 2006 was mostly affected by the ditifs
investments and proceeds from the collection ondagarning a higher rate in fiscal year 2007 tmafiscal year
2006. The majority of the investment earnings gerto the funds invested in the State Pooled lmvest Fund
which earned at an average interest rate of 5.2B4fiscal year 2007 as compared to an averageesitente of
4.063% in fiscal year 2006. The investment eammizge a function of prevailing market interest saad the daily
invested balance.



Economic and Demographic Factors Affecting Future Fhancing Activities

Higher Education Facilities Programs. As Tennessee enters an economic era that emphdbz human capital
potential of its citizens rather than physical talpand natural resources, the higher educatiotersysnust be
positioned to serve the broader-based need forsscte post-secondary education. A host of poliog a
environmental factors influence both demands faess and the means through which this demand withbt.
These factors include:

« The advent of the Tennessee Education Lottery &cslup program allowed more Tennesseans to attend
college. In 2008-2009, the Tennessee Lottery prilvide an estimated $266 million in scholarships t
more than 88,000 students.

« Tennessee will experience sustained enrollment threélwwoughout the remainder of the decade as dtresu
of the baby-boom echo. In the next decade, Teerasmy experience a slight increase of around 5% in
the number of high school graduates. We anticiisé many of these students will matriculate tigfou
Tennessee’s higher education system.

« The demographic composition of the state is chandimamatically and the higher education system must
position itself to serve the needs of an incredgidiyerse population.

In the Knowledge Economy, the importance of reegjuiraining beyond high school is significant. 2006, 23.4
percent of Tennessee’s working-age adults heldlageodegree, compared to the national averag8.8f 2ercent.
In order to reach the average educational attaihrearels of the Southern states, Tennessee woudd @

additional 58,000 citizens with a bachelor’s degvebigher, more than double the current annuatesegroduction
of the state’s public and private institutions. dwain the national average, Tennessee would aeeatditional
180,000 degreed citizens, or nearly four timegitsent annual degree production. Furthermorep#reentage of
adults in the state with an associate degree orsmotiege in 2006 was 29.9 percent, in comparisgh the

national average of 37.2 percent. The availabditpew and/or improved learning facilities nearrkvand home
will have a major impact on the State’s succeschieving these goals.

Qualified Zone Academy Bond Program. As of June 30, 2008, the QZAB program had unus&stations
totaling $17,900,000. Of this amount, $8,950,006he 2006 allocation will expire on December 3008. The
State has up to two years after the yearly allooatiare made by the federal government to issuesbon the
allocations will be forfeited. Also, during thesfial year ended June 30, 2007, the federal governpus in new
regulations with changes to the issuance of QZABdscand the treatment of arbitrage and rebate. Alitleority
staff along with the staff of the Department of Edtion is encouraging local education authoritigges and
counties to take advantage of these interest-fraesl

Contacting the Authority’s Management Team

This discussion and analysis is designed to prowigtecitizens, education agencies, investors aaditrs with a
general overview of the Authority’s finances andleaonstrate its accountability for the moniegdsives. If you
have questions about this report or need additifimahcial information, contact the Director of Bbfinance, State
of Tennessee, Suite 1600, James K. Polk BuildingshNille, Tennessee 37243-0273, visit our website a
www.comptroller.state.tn.us/cpdivbf.htm, or call§ 401-7872.
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BASIC FINANCIAL STATEMENTS
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TENNESSEE STATE SCHOOL BOND AUTHORITY
STATEMENTS OF NET ASSETS
JUNE 30, 2008, AND JUNE 30, 2007

(Expressed in Thousands)

June 30, 2008 June 30, 2007

ASSETS
Current assets:
Cash (Note 2) $ 29,121 $ 30,494
Cash with fiscal agent (Note 2) 3 -
Investments with fiscal agent (Note 2) 14 32
Loans receivable (Note 3) 37,334 31,171
Interest receivable (Note 3) 5,198 4,813
Receivables for administrative fees (Note 3) 367 429
Total current assets 72,037 66,939
Noncurrent assets:
Restricted cash (Notes 2 and 4) 14,268 15,566
Restricted investments (Notes 2 and 4) 12,012 10,525
Loans receivable (Note 3) 855,957 692,504
Deferred charges 7,390 6,755
Total noncurrent assets 889,627 725,350
Total assets 961,664 792,289
LIABILITIES
Current liabilities:
Accounts payable 14 -
Accrued interest payable 5,237 4,983
Unearned revenue (Note 6) 1,693 1,461
Bonds payable (Note 5) 33,726 29,501
Total current liabilities 40,670 35,945
Noncurrent liabilities:
Unearned revenue (Note 6) 7,301 9,345
Commercial paper payable (Note 5) 243,229 164,195
Bonds payable (Note 5) 662,614 575,247
Total noncurrent liabilities 913,144 748,787
Total liabilities 953,814 784,732
NET ASSETS
Unrestricted $ 7,850 $ 7,557

The notes to the financial statements are an iat@grt of this statement.
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TENNESSEE STATE SCHOOL BOND AUTHORITY
STATEMENTS OF REVENUES, EXPENSES, AND

CHANGES IN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2008, AND JUNE 30, 200

(Expressed in Thousands)

Year Ended

OPERATING REVENUES
Revenue from loans
Investment earnings

Total operating revenues

OPERATING EXPENSES
Interest expense-commercial paper
Interest expense-bonds
Subsidy to borrowers
Administrative expense
Amortization of bond issuance costs

Total operating expenses
Operating income and change in net assets
Net assets, July 1

Net assets, June

$

$

June 30, 2008

34,991
1,356

36,347

6,244
27,385
1,183
681
561

36,054

293
7,557
7,85(

The notes to the financial statements are an iat@grt of this statement.
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Year Ended

June 30, 2007

30,157
1,975

32,132

4,405
24,091
1,578
663
435

31,172

960
6,597
7,55



TENNESSEE STATE SCHOOL BOND AUTHORITY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2008 AND JUNE 30, 2007

(Expressed in Thousands)

Year Ended Year Ended
June 30, 2008 June 30, 2007

CASH FLOWSFROM OPERATING ACTIVITIES

Receipts from borrowers for administrative fees $ 432 % 392
Payment to suppliers (667) (682)
Receipts from borrowers to the interest rate resémd 624 541
Payments to borrowers from the interest rate reskemd (263) (427)
Net cash provided by (used in) operating activities 126 (176)
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Proceeds from sale of bonds 120,780 48,264
Proceeds from sale of refunding bonds - 95,929
Proceeds from sale of commercial paper 147,376 131,448
Bond issuance costs paid (213) (291)
Refunding bond proceeds placed in escrow - (95,881)
Principal paid - bonds and commercial paper (98,409) (124,796)
Interest paid - bonds and commercial paper (33,280) (27,473)
Subsidy to borrowers (1,289) (1,621)
Net cash provided by noncapital financing actigitie 134,965 25,579
CASH FLOWSFROM INVESTING ACTIVITIES
Purchases of investments (18,544) (11,950)
Proceeds from sales and maturities of investments 17,288 12,608
Interest received on investments 1,458 1,719
Loans issued (207,680) (157,854)
Loan escrow paid 1,637 (130)
Collections of loan principal 35,323 32,701
Interest received on loans 32,759 27,546
Net cash used in investing activities (137,759) (95,360)
Net (decrease) in cash (2,668) (69,957)
Cash, July 1 46,060 116,017
Cash, June 30 $ 43,392 $ 46,060

(Continued on next page)
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(Continued from previous page)

TENNESSEE STATE SCHOOL BOND AUTHORITY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2008 AND JUNE 30, 2007

(Expressed in Thousands)

Reconciliation of cash to the Statement of Net Assets:

Cash $ 29,121 % 30,494
Cash with fiscal agent 3 -
Restricted cash 14,268 15,566
Cash, June 30 $ 43,392 $ 46,060
Reconciliation of operating income to net
cash provided by (used in) operating activities:
Operating income $ 293 % 960
Adjustments to reconcile operating income to nehca
provided by (used in) operating activities:
Amortization of bond issuance costs 561 435
Investment earnings (1,328) (1,975)
Interest expense 33,629 28,496
Subsidy to borrowers 1,183 1,578
Interest income from loans (34,399) (29,719)
Changes in assets and liabilities:
(Increase) in receivables for administrative fees (61) (46)
(Increase) decrease in payables for administrédies 30 (29)
Increase in unearned revenue 218 114
Total adjustments (167) (1,136)
Net cash provided by (used in) operating activities $ 126 $ (176)
Noncash financing activities:
Accretion of capital appreciation bonds $ 482 3 631
Bond issuance costs (1,833) (6,077)
Total noncash financing activities $ (1,351) $ (5,446)
Noncash investing activities:
Increase (decrease) in fair value of investments $ 22) $ 29

The notes to the financial statements are an iatggrt of this statement.
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Tennessee State School Bond Authority
Notes to the Financial Statements
June 30, 2008, and June 30, 2007

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Tennessee State School Bond Authority (the évitf) was created to provide a mechanism for
financing capital projects for the state’s highdueation institutions. In addition, during 1998et
General Assembly empowered the Authority to issualiffed Zone Academy Bonds (QZABs) for
financing improvement projects to local educatiogerecies pursuant to the federal program
authorized in the Taxpayer Relief Act of 1997.

The Authority is a component unit of the State ehflessee (the State) and a separate legal efmtity.
accordance with the Governmental Accounting Stasel&@oard’s (GASB) Statement No. 1fhe
Financial Reporting Entity, the Authority is discretely presented in thennessee Comprehensive
Annual Financial Report because the Authority’s board consists of stafieiafs and, therefore, the
state has the ability to affect the day-to-day afiens of the Authority.

Basis of Presentation

The accompanying financial statements have beguaped in conformity with accounting principles
generally accepted in the United States of Ameasgrescribed by the Governmental Accounting
Standards Board. Private-sector standards of atiogumand financial reporting issued prior to
December 1, 1989, generally are followed in theafficial statements to the extent that those
standards do not conflict with or contradict guidarof the Governmental Accounting Standards
Board. The Authority has the option of followingbsequent private-sector guidance subject to this
same limitation. The Authority has elected notdibofv subsequent private-sector guidance.

M easur ement Focus and Basis of Accounting

The accompanying financial statements have begmaped using the accrual basis of accounting and
the flow of economic resources measurement fodusder this basis, revenues are recorded when
earned and expenses are recorded at the timatlegbdre incurred.

The Tennessee State School Bond Authority distsites operating revenues and expenses from
nonoperating items. Operating revenues and expegeeerally result from providing services and
producing and delivering goods in connection witingipal ongoing operations. The Authority's
principal operation is to provide loans to highdueational facilities and to local government units
pursuant to the criteria set by the federal govermimfor the QZAB program. Therefore, the
Authority also recognizes income on investment®erating revenue. The Authority’'s operating
expenses include interest paid on borrowings, didgssito borrowers, bond issuance costs, arbitrage,
and administrative expenses. Any revenues andnsggenot meeting this definition would be
reported as nonoperating revenues and expenses.

I nvestments

Investments are stated at fair value.
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Tennessee State School Bond Authority
Notes to the Financial Statements (Cont.)
June 30, 2008, and June 30, 2007

NOTE 2.

Amortized Amounts

A. Bond Issuance Costs. The Authority amortizes b@stlance costs using the straight-line

method over the life of the bonds. Unamortizedd@suance costs are reported as deferred
charges.

Bond Discounts, Premiums, and Deferred Amount ofuriRkngs. The Authority amortizes
bond discounts and premiums using the straight#irethod over the life of the bonds. The
deferred amount on refundings is amortized usireg dinaight-line method over the remaining
life of the old debt or the life of the new debthiehever is shorter. Bonds payable are reported
net of the applicable unamortized bond discountp@mium and the unamortized deferred
amount on refundings.

Amortization of bond discount, premium, and defdreenount on refundings is reported with
bond interest expense in the financial statements.

Accretion. The difference between the face amatfii@ollege Saver Bonds (capital appreciation
bonds) and the public offering price is not treatisdbond discount. Capital appreciation bonds
are subject to redemption at prices which incréase the initial public offering price to the face
amount. The carrying amount of these bonds isséetjusemi-annually and at June 30 to reflect
the increased liability, with a corresponding cleatginterest expense.

Unearned Revenue. When the Authority issues btmélsance capital projects, the par amount
of the bonds is adjusted by certain amounts (ssdhoad discount/premium, underwriters’ fees,
and other costs of issuance) in order to arriid@t&mount of bond proceeds available for capital
expenditures. These amounts, discussed abovecagitalized and amortized pursuant to
accounting principles generally accepted in thetéthiStates of America. A similar situation
arises when accounting for the loans to the higdtkrcation institutions and local education
agencies. Because of the adjustments mentione¢k gbcscount, costs of issuance, etc.), the
principal amount of the loan differs from the adt@mount of funds available for capital
expenditures. Because the higher education itistitsland the local education agencies bear the
cost of this difference, it is carried on the staet of net assets as unearned revenue and
amortized on a straight-line basis over the lif¢hef related bond.

The Authority requires the higher education insiiios to contribute funds to the Interest Rate
Reserve Fund based on the amount of outstandingneocml paper. The principal of the
Interest Rate Reserve Fund is credited back tontéution as commercial paper is redeemed.
The Interest Rate Reserve Fund is reported ontHtensent of net assets as unearned revenue
and is not amortized.

DEPOSITSAND INVESTMENTS

The investments under the Higher Education Firstggfam General Bond Resolution of the
Tennessee State School Bond Authority can be iaddst direct obligations of the United States, or
obligations of which the principal and interest sgmaranteed by the United States. Moneys
pertaining to the Higher Education Second Prograanegal Bond Resolution and the Qualified Zone
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Tennessee State School Bond Authority
Notes to the Financial Statements (Cont.)
June 30, 2008, and June 30, 2007

Academy Bonds First Program Resolution of the Tesee State School Bond Authority, pursuant to
Tennessee Code Annotated, Section 49-3-1205, can be invested in obligatimithie United States or
its agencies under flexible repurchase agreemehitshvare fully collateralized by obligations of the
United States or obligations the timely paymenttioé principal of and interest on which are
guaranteed by the United States, the State Poalegstiment Fund as provided Tiennessee Code
Annotated, Section 9-4-603, and any other investment autkdripy the state investment policy
adopted by the State Funding Board pursuaiietnessee Code Annotated, Section 9-4-602.

Deposits

The Tennessee State School Bond Authority has @agsteposit in the State Pooled Investment Fund
administered by the State Treasurer. The fundiesiment policy and required risk disclosures are
presented in th&ennessee Comprehensive Annual Financial Report for the years ended June 30,
2008, and June 30, 2007. The report is posted o (State’'s website at
http://tennessee.gov/finance/act/cafr.html or mayplbtained by writing to the Tennessee Department
of Finance and Administration, Division of Accountsf” Floor William R. Snodgrass Tennessee
Tower, 312 Rosa L. Parks Avenue, Nashville, Teree83243-1102, or by calling (615) 741-2140.

The Authority’s deposits are held in a financiastitution, which participates in the bank collatera
pool administered by the State Treasurer. Ther#E pledged to protect these accounts are
pledged in the aggregate rather than against eatitidual account. The members of the pool may
be required by agreement to pay an assessmentvey emy deficiency. Under this additional
assessment agreement, public fund accounts cowsrélde pool are considered to be insured for
purposes of credit risk disclosure.

I nvestments

As of June 30, 2008, the Authority had the follogvinvestments:

| nvestment Maturity Fair Value
U.S. Treasury Bills October 31, 2008 $ 2,945,418
December 8, 2008 1,873,943
July 28, 2008 1,971,164
U.S. Treasury Securities:
State and Local Government Series 55D
Total Investments $12,029,075

As of June 30, 2008, the Tennessee State Schoal Bathority holds two separate State and Local
Government Series U.S. Treasury Securities. Ouoerisg covers the debt of the QZAB borrower’s
remaining loan balance of $4,419,476, and the atkeunrity covers the remaining loan balance of
$819,074 of the Higher Education borrower’s debt.
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Tennessee State School Bond Authority
Notes to the Financial Statements (Cont.)
June 30, 2008, and June 30, 2007

As of June 30, 2007, the Authority had the follogvinvestments:

I nvestment Maturity Fair Value
U.S. Treasury Bills October 25, 2007 $ 3,025,361
December 6, 2007 911,398
U.S. Treasury Securities: July 26, 2007 1,285,871
State and Local Government Series HER
Total Investments $10,557,432

As of June 30, 2007, the Tennessee State Schoal Bathority holds two separate State and Local
Government Series U.S. Treasury Securities. Ouoerisg covers the debt of the QZAB borrower’s
remaining loan balance of $4,419,476, and the atkeunrity covers the remaining loan balance of
$915,326 of the Higher Education borrower’s debt.

Interest Rate Risk

Interest rate risk is the risk that future changeprevailing market rates of interest will have an
adverse effect on the fair value of debt investmerithe Authority does not have a formal investment
policy that limits investment maturities as a meahianaging its exposure to interest rate risk.

Credit Risk

Credit risk is the risk that an issuer or other rdeuparty to an investment will not fulfill its
obligations. At June 30, 2008, and June 30, 208@&, Authority's investments were in U.S.
Government obligations which are not considereldatee credit risk.

Custodial Credit Risk

For an investment, custodial credit risk is thd ttisat, in the event of the failure of a countetpar
the Authority will not be able to recover the valfenvestment or collateral securities that ar¢hia
possession of an outside party. The Authoritylegiment securities are exposed to custodial credit
risk if they are uninsured, are not registeredni@a hame of the Authority and are held by either the
counterparty or the counterparty’s trust departneerggent but not in the Authority’'s name. At June
30, 2008, and June 30, 2007, the Authority's inmestts were registered in the name of the
Authority.

Concentration of Credit Risk

A concentration of investments in any one singdeiés of debt securities presents a greater risk for
loss in the event that the issuer fails on itsgaiions. At June 30, 2008, and June 30, 2007, the
Authority’s investments were in U.S. Treasury sé®s.

Forward Delivery Agreements

On November 24, 2004, the Authority entered intepaward Delivery Agreement (the “Agreement”)
with Bank of America, N.A. related to the serieD20QZAB Bonds. The Agreement guarantees to
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Tennessee State School Bond Authority
Notes to the Financial Statements (Cont.)
June 30, 2008, and June 30, 2007

the Authority a fixed rate of interest of 3%. Cdsbm borrowers’ loan repayments will be used to
purchase securities from Bank of America, N.A. inc@adance with the Agreement. The
accumulated funds will be used to redeem the $T2080 series 2004 QZAB Bonds at maturity. As
a result of the Agreement, borrowers will repayyd®9,984,800 of the $12,600,000 principal. The
investments will be held by the State TreasurgheAuthority's name. As of June 30, 2008, there i
$1,971,164 invested through the Agreement. AsuakJ30, 2007, there was $1,285,871 invested
through the Agreement. The Authority negotiateébrae way” termination provision in the event of
counterparty default on the Agreement. The Autiyaalso has the right to optionally terminate the
Agreement at any time.

On December 28, 2005, the Authority entered inkmewvard Delivery Agreement (the “Agreement”)
with J.P. Morgan Chase Bank, N.A. related to theese2005 QZAB Bonds. The Agreement
guarantees to the Authority a fixed rate of inte#s3.64%. Cash from borrowers’ loan repayments
will be used to purchase securities from J.P. Mor@hase Bank, N.A. in accordance with the
Agreement. The accumulated funds will be usedeteem the $17,545,000 series 2005 QZAB
Bonds at maturity. As a result of the Agreememrdwers will repay only $13,438,510 of the
$17,545,000 principal. The investments will bedhiey the State Treasurer in the Authority's name.
As of June 30, 2008, there is $1,873,943 invedteoligh the Agreement. As of June 30, 2007, there
was $911,398 invested through the Agreement. Timhdkity negotiated a “one way” termination
provision in the event of counterparty default be Agreement. The Authority also has the right to
optionally terminate the Agreement at any time.

Terms of the Forward Delivery Agreements

QZAB Series 2004 QZAB Series 2005

Trade Date 11/24/2004 12/28/2005
Provider Bank of America, N.A J.P Morgan Chase Bahi,.
Notional Amount $12,600,000 $17,545,000
Guaranteed Interest Rate 3.00% 3.64%
Amount Invested ir

Agreement at 6/30/( $1,971,16. $1,873,94
Amount Invested ir

Agreement at 6/30/( $1,285,87 $911,39¢
Date of Deposits Nov. 24, 2005 through 2020 Dec 0862hrough 2020

For the fiscal year ended June 30, 2008, the Farativery Agreement for the 2004 QZAB bonds
had a negative fair value of ($1,146,275) and tbewBrd Delivery Agreement for the 2005 QZAB
bonds had a negative fair value of ($1,084,696). the fiscal year ended June 30, 2007, the
Forward Delivery Agreement for the 2004 QZAB boridsl a negative fair value of ($1,517,769)
and the Forward Delivery Agreement for the 2005 ®zbonds had a negative fair value of
($1,575,357). The Authority did not enter intosheagreements as interest rate hedges. Borrowers
pay no interest on these bonds. The interestcratéit is established by the federal governmerite T
Forward Delivery Agreements are agreed to as orleeoferms of purchase to induce the investor to
purchase the bond.
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Tennessee State School Bond Authority
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June 30, 2008, and June 30, 2007

NOTE 3.

Termination Risk

Termination risk is the risk that a counterpartyl werminate a Forward Delivery Agreement at a

time when the State owes it a termination paymériie State has mitigated this risk by specifying

that the counterparty has the right to terminaty as a result of the following events: the faduoy

the State, for any reason, to purchase Qualifietli®&s in accordance with the Agreement; the
amount to purchase Qualified Securities on thevegfidate is less that the Scheduled Fund Amount;
the State is not in compliance with any covenanbldigation, incorporated by reference in, this

Agreement; any representation or warranty of ttedeStontained in the Agreement proves to have
been incorrect, false or misleading; insolvencyhef State; or the principal amount under the Bonds
becomes due and payable for any reason prior tm#tarity date.

If the current market interest rate is higher ttltha fixed interest rate agreed to in the Forward

Delivery Agreement, the Forward Delivery Agreeméats a negative fair value. In the event of

termination under this circumstance, the State @v@smination payment to the counterparty. If the

fair value is positive, the State is due a ternmiomapayment from the counterparty. As of June 30,

2008, the fair value of the State’s Forward Delvérgreements has a total negative value of

($2,230,971). As of June 30, 2007, the fair valfithe State’s Forward Delivery Agreement had a

total negative value of ($3,093,126). Therefof¢hé Agreement was terminated, for any reason, the
State would owe a termination payment of this anhoun

L OANS RECEIVABLE

Higher Education Facilities Programs

The Authority has entered into financing agreemenith both the Board of Trustees of the
University of Tennessee (the Board of Trustees) #redTennessee Board of Regents of the State
University and Community College System of the &taf Tennessee (the Tennessee Board of
Regents). The First Financing Agreement and tleer8tFinancing Agreement (the “Agreements”),
are dated May 1, 1967, and November 1, 1997, réspbt as amended. Under the Agreements, the
Authority agrees to finance construction projecisthe Board of Trustees or the Tennessee Board of
Regents. Annual financing charges payable undeiAtireements must be sufficient to pay the debt
obligations of the Authority and the costs of adistiering the programs.

Qualified Zone Academy Bonds Program

The Authority has entered into loan agreements lith local education agencies for the 1999
QZABs, dated November 30, 1999; the 2001 QZABs di@ecember 18, 2001; the 2003 QZABs
dated December 23, 2003; the 2004 QZABs dated mMbge 24, 2004; and the 2005 QZABs dated
December 28, 2005. Under the agreements, the Atttagrees to finance renovation projects and
equipment for the local education agencies. Ondtite designated in the agreements, the borrower
makes an annual principal payment into a bond smkind held by the State Treasurer that will pay
the bonds at maturity.
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NOTE 4.

NOTE 5.

RESTRICTED ASSETS

Cash and | nvestments

The General Higher Education Facilities Bond Resotu (the First Program) requires that an
amount equal to the maximum annual debt servicair@mgent be placed in a debt service reserve
account with the trustee. The first general boegblution is effective for all bonds issued prior
1998.

The Higher Education Facilities Second Program @dnBond Resolution, effective for all bonds
issued in 1998 and thereafter, permits the Authdoitsatisfy the debt service reserve requiremgnt b
maintaining a Reserve Fund Credit Facility. Thethawity obtained a surety bond, constituting a
Reserve Fund Credit Facility under the Resolutiorljeu of maintaining a debt service reserve fund
for the 1998 Series A, B, C, and D; 2000 Seriesnd B; 2002 Series A; 2004 Series A, B, and C;
2005 Series A and B Bonds; 2006 Series A and B Bon@007 Series A,

B and C; and 2008 Series A.

The first program bond resolution of the QZABs riegsi the establishment of a special trust fund, the
bond sinking fund account. These accounts reprasenfunds set aside to redeem the QZABs at
maturity.

DEBT PAYABLE

Higher Education Facilities Programs

A. Bonds. The bonds issued under the First and Sdeoogtam Higher Education Facilities Bond
Resolutions constitute special obligations of thethdrity. The First Program, which
commenced in 1967, is no longer utilized, but aaynpents by the Boards thereunder will be
superior to the Boards’ payments under the Secandr@m Higher Education Facilities Bond
Resolution. The principal, Sinking Fund Installrtenif any, and Redemption Price of and
interest on the bonds are payable solely from thenual Financing Charges, Legislative
Appropriations, and other moneys and securitied beket aside under the Resolutions.

B. Commercial Paper. Commercial paper constititespecial obligation of the Authority.
Principal of and interest on the commercial papgrayable from the following sources: (i) as to
principal only, the proceeds of the sale of comna¢ngaper issued to pay the principal of other
outstanding commercial paper, (ii) the proceeddrafvs on the Liquidity Facility, (iii) available
revenues, (iv) the moneys and securities (if amydeposit in the Reimbursement Fund and in
the Debt Service Fund, (v) the moneys and secsri(ie any) on deposit in the Project
Construction Account for such projects, and (vi@ firoceeds of bonds or notes issued to make
such payments.

Qualified Zone Academy Bonds Program

On September9, 1999, the Authority adopted a Qualified Zone d@ay Bond Resolution

authorizing the issuance of Qualified Zone AcadeBonds to local education agencies for the
purpose of financing eligible costs of certain pot§. The State Department of Education
recommends the projects to the Authority that sthcaé funded under the QZABs program. The
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Taxpayer Relief Act of 1997 provided this financtabl whereby interest on QZABs is paid by the
federal government in the form of an annual taxditréo the financial institutions that hold the
QZABs. The bonds are secured solely by the paysnerdde by the borrowers under the Loan
Agreements, including amounts collected from urgaikd state-shared taxes in the event of non-
payment by the local education agencies and bgicefuinds held under the Qualified Zone Academy
Bond Resolution. The Authority has no taxing pawEurthermore, the State of Tennessee shall not
be liable on the bonds and the bonds shall notdebaof the State of Tennessee.

Changes in debt payable for the year ended Jun@@®IB, and 2007 are as follows (expressed in
thousands):

Amounts
Balance Balance Due Within
July 1, 2007 Additions Deletions June 30, 2008 One Year

Commercial papt $ 164,195 $ 147,376 $ 68,342 $ 243,229 $ -
Bonds payab $ 607,930 $ 119,01: $ 30,067 $ 696,87¢ $ 33,72¢
Less: unamortized bor

discount (560) - (69) (491) -
Add: unamortized bond

premiun 18,895 2,619 1,121 20,393 -
Less: unamortized deferr:

amount on refunding (21,521) - (1,081) (20,440) -
Total bonds payab $ 604,74 $ 12163. $ 30,03¢ $ 696,34( $ 33,72¢

Amounts
Balance Balance Due Within

July 1, 2006 Additions Deletions June 30, 2007  One Year

Commercial papt $ 129,046 $ 131,448 $ 96,299 $ 164,195 $ -
Bonds payab $ 589,10: $ 138,34: $ 119,51 $ 607,93. $ 29,501
Less: unamortized bor

discount (854) - (294) (560) -
Add: unamortized bon

premium 12,927 7,228 1,260 18,895 -
Less: unamortized deferr:

amount on refundings (18,362) (4,292) (1,133) (21,521) -
Total bonds payab $ 582,81 $ 141,27 $ 119,34' $ 604,747 $ 29,50

24



Tennessee State School Bond Authority
Notes to the Financial Statements (Cont.)
June 30, 2008, and June 30, 2007

Additions to bonds payable include accretion okiast in the amount of $482,301 in 2008 and

$630,632 in 2007.

Bonds and commercial paper payable at June 30,, 200BJune 30, 2007, are as follows (expressed

in thousands):

June 30, 2008

June 30, 2007

Bonds Payable:

1976 Series B at an interest rate of 3.0% matuiong $ 532
2011 (original par - $6,037)
1989 College Saver Bonds with a yield of 6.9% 5,046

maturing to 2010 (at accreted value); (original
principal - $21,935)

1998 Series A at an interest rate of 4.30% matuiing 0
2008 (original par - $54,865); see additional
disclosures regarding the 2007 advance refunding

1998 Series B (Federally Taxable) at an interdst oa 390
5.90% maturing to 2009 (original - par $15,460)

1998 Refunding Series C at an interest rate 0f%.20 0
maturing to 2008 (original par - $48,735)

1998 Refunding Series D at interest rates from%.25 18,130
to 4.85% maturing to 2021 (original par - $33,540)

2000 Series A at interest rates from 4.700% to®5xd.2 4,395
maturing to 2010 (original par - $70,680)

2000 Series B (Federally Taxable) at an interast oh 5,445
7.15% maturing to 2010 (original par - $33,730)

2002 Series A at an interest rate of 5.00% matutong 17,550
2012 (original par - $119,135); see additional
disclosures regarding the 2007 advance refunding

2004 Series A at interest rates from 2.25% to 4.50% 60,855
maturing to 2026 (original par - $67,965)

2004 Series B at interest rates from 2.25% to 4.50% 53,125
maturing to 2034 (original par - $60,575)

2004 Series C (Federally Taxable) at interest riates 33,930
3.10% to 5.50% maturing to 2034 (original par -
$37,230)

2005 Series A at interest rates from 3.25% to 5.00% 100,540

maturing to 2030 (original par - $100,540)
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7,324

1,690

755

1,460

19,265

6,440

7,890

21,410

64,030

55,120

35,030
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Tennessee State School Bond Authority
Notes to the Financial Statements (Cont.)
June 30, 2008, and June 30, 2007

2005 Series B (Federally Taxable) at interest rinten 30,960 30,960
4.15% to 4.88% maturing to 2028 (original par -
$30,960)

2006 Series A at interest rates from 4.00% to 4.60% 50,095 51,805
maturing to 2036 (original par - $53,820)

2006 Series B at an interest rate of 4.00% matung 6,680 9,600
2011 (original par - $12,485)

2007 Series A at interest rates from 4.00% to 5.00% 32,070 33,060
maturing to 2036 (original par - $33,730)

2007 Series B (Federally Taxable) at interest rinten 13,215 13,705
5.243% to 5.666% maturing to 2036 (original par -
$14,040)

2007 Series C at interest rates from 4.00% to 5.00% 88,595 89,940
maturing to 2032 (original par - $89,940)

2008 Series A at interest rates from 3.25% to 5.00% 118,115 0
maturing to 2037 (original par - $118,530)

1999 Qualified Zone Academy Bonds non-interest 13,290 13,290
bearing maturing in 2011 (original par - $13,290)

2001 Qualified Zone Academy Bonds non-interest 11,330 11,330
bearing maturing in 2015 (original par - $11,330)

2003 Qualified Zone Academy Bonds non-interest 2,445 2,445
bearing maturing in 2018 (original par - $2,445)

2004 Qualified Zone Academy Bonds non-interest 12,600 12,600
bearing maturing in 2020 (original par - $12,600)

2005 Qualified Zone Academy Bonds non-interest 17,545 17,545
bearing maturing in 2020 (original par - $17,545)

Total Par Amount of Bonds Payable 696,878 607,933

Plus Unamortized Premium/Less Unamortized Discount 19,902 18,335

Bonds Payable Net of Unamortized Premium/ Discount 716,780 626,268

Less: Deferred Amount on Refundings (20,440) ,\321)

Net Bonds Payable $ 696,340 $ 604,74

Commercial paper, at interest rates from 0.70% to $ 243,229 $ 164,195
5.40%
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Debt service requirements to maturity of the bopagable at June 30, 2008, are as follows (expressed
in thousands):

For the Year(s

Ending June 3 Principa Interes Total
2009 $ 32,909 $ 29,808 $ 62,717
2010 34,217 28,586 62,803
2011 42,940 25,075 68,015
2012 29,130 23,915 53,045
2013 28,350 22,781 51,131

2014-2018 159,257 95,427 254,684
2019-2023 175,511 63,630 239,141
2024-2028 120,873 33,169 154,042
2029-2033 73,127 12,000 85,127
2034-2037 16,855 1,657 18,512
$ 713,16¢ $ 336,04¢ $ 1,049,21

The above principal for bonds is more than thas@néd on the accompanying financial statements
by $16.829 million. Of this amount, $3.611 millioapresents accretion to date on the unmatured
portion of the 1989 College Saver Bonds. This etten has been reported as bond principal in the
accompanying financial statements. In the debhtigesschedule above, however, it has been reported
as interest in the years (2008-2011) in which tbeds mature. The $16.829 million also includes

$20.440 million, representing the deferred amoumtbond refundings. This amount is deducted

from bonds payable in the accompanying financiateshents but is included in the debt service

schedule above.

The Authority may issue taxable and/or tax-exenguids. Proceeds for the tax-exempt bonds issued
after September 1, 1986, are subject to the 19&@REform Act. The Authority invests, records, and
reports these proceeds in the manner set fortidytS. Treasury and Internal Revenue Service to
maintain the tax-exempt status of the bonds. Aabg liabilities, when applicable, are reportecas
current accrued liability. For the year ended J88£2008, the Authority paid arbitrage liabilities

the amount of $41,499 on the 2004 Series B Bonds.June 30, 2008 and June 30, 2007, the
Authority did not have a liability for arbitrage.

On January 31, 2008, the Authority issued the 2888es A Bonds. The 2008 Series A tax-exempt
bond proceeds in the amount of $118,530,000 weredsto redeem $64,927,000 of the Authority's

tax-exempt commercial paper. The balance of tloegads of the 2008 Series A was used to pay for
new construction projects and various costs ofissa.

On January 23, 2007, the Authority issued three sesies of bonds, 2007 Series A, B and C. The
2007 Series A tax-exempt bond proceeds in the amofu$33,730,000 were issued to redeem
$25,183,588 of the Authority’'s tax-exempt commdrgaper and the 2007 Series B taxable bond
proceeds in the amount of $14,040,000 were issueddeem $3,552,261 of the Authority’s taxable
commercial paper. The balance of the proceedseo2007 Series A and B was used to pay for new
construction projects and various costs of issuanidee 2007 Series C tax-exempt bond proceeds in
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the amount of $89,940,000 were issued to currdohde$4,940,000 of the 1996 Series B bonds and
$4,045,000 of the 1996 Series C and to advancedefl9,970,000 aggregate principal amount of
the 1998 Series A bonds and $62,060,000 aggrggateipal amount of the 2002 Series A bonds.

The 2007 Series C refunding resulted in a diffeeehetween the reacquisition price and the net
carrying amount of the old debt of $4,292,157. sTamount is reported as a deduction from bonds
payable and is being charged to operations thrahghyear 2032. The 2007 Series C refunding
resulted in a reduction of total debt service paymef $5,678,795 over the next 26 years and an
economic gain (difference between the present gatdi¢he old and new debt service payments) of
$3,747,405. The funds provided for the advancendihgs were placed in irrevocable refunding

trust funds to pay the interest on the refundeddbam each interest payment date to and including
the respective redemption date and on the respeedlemption the redemption price then due on the
refunded bonds

Prior-Year Defeasance of Debt

In prior years, certain Authority bonds were defghdy placing the proceeds of new bonds in
irrevocable trusts to provide for all future deleingce on the old bonds. Accordingly, the trust
account assets and the liability for the defeasmuig are not included in the Authority’s financial
statements. On June 30, 2008, $224,755,000 ofshontdtanding is considered defeased.

Commercial Paper Program

The Tennessee State School Bond Authority issued-tdrm debt to finance certain capital projects
for the State of Tennessee’s higher educationtirigths. The maximum principal to be issued by the
Authority is $300,000,000. Commercial paper mayidseied as tax-exempt or as taxable. At the
program’s inception, commercial paper refinancedtage outstanding bond anticipation note

indebtedness that the Authority had previouslyédsto finance capital projects. The commercial
paper dealer is J.P. Morgan Chase. At June 3@, 2RIB5,404,000 of tax-exempt commercial paper
and $57,825,000 of taxable commercial paper wastanding. At June 30, 2007, $150,607,000 of
tax-exempt commercial paper and $13,588,000 oblaxaommercial paper was outstanding.

The maturity of the paper may not exceed 270 dayd, the maximum interest rate may not exceed
12%. Upon maturity, the paper is remarketed by tbemmercial paper dealer, redeemed, or
extinguished with long-term debt. Interest ratascommercial paper ranged from 0.70% to 5.40%
during the fiscal year. Interest is payable upaturity.

During the fiscal year ended, June 30, 2008, thé¢hévty increased the maximum amount of
commercial paper permitted to be outstanding toOBH),000. However, under the current Credit
Agreement with State Street Bank and Trust Compdhg, maximum amount of outstanding
commercial paper is $300,000,000, with a total latée commitment of $304,593,750.

During the fiscal year ended, June 30, 2007, th#thénity changed liquidity providers from WestLB
to State Street Bank and Trust Company under aitChgdeement with an expiry date of March 30,
2014, subject to extension and earlier terminati®he total available commitment is $253,828,125.
The obligation of State Street Bank and Trust Camypia to purchase unremarketed commercial
paper. In the event the liquidity facility is cadl upon, the Authority must repay the advance en th
earlier of (i) the date of such Advance or (ii) fhermination Date. Unless the Authority repays the
advance by the Term Loan Closing Date, the prinapaount will convert to a term loan with six

28



Tennessee State School Bond Authority
Notes to the Financial Statements (Cont.)
June 30, 2008, and June 30, 2007

NOTE 6.

equal semi-annual payments. In accordance witlrfgial Accounting Standards Board Statement
No. 6, Classification of Short-Term Obligations Expected to Be Refinanced, this agreement meets the
criteria of a financing agreement; thus, the conuiaémpaper payable is classified as a long-term

liability.
UNEARNED REVENUE

Changes in unearned revenue for the year ended3lyrz008, and 2007, are as follows (expressed
in thousands):

Balance Balance
July 1, 2007 Additions Deletions June 30, 2008
Interest rate reserve fund $ 693 $ 624 $ 263 $ 1,054
Other unearned revenue 10,113 154 2,326 7,941
Total unearned revenue $ 10,806 $ 778 $ 2589 $ 8,995
Balance Balance
July 1, 2006 Additions Deletions June 30, 2007
Interest rate reserve fund $ 579 $ 541 $ 427 % 693
Other unearned revenue 13,238 4,682 7,807 10,113
Total unearned revenue $ 13,817 $ 5223 $ 8,234 $ 10,806
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Unearned revenue at June 30, 2008, and June 30, 0#s follows (expressed in thousands):

Interest Rate Reserve Fund

Difference in bond proceeds available for capital
expenditure and the par value of bonds to be
repaid-adjustments for discount/premium,
underwriters’ fees, and other costs of issuance:

1998 Series A bonds; amortized through 2008
1998 Series B bonds; amortized through 2009
1998 Series C bonds; amortized through 2008

1998 Series D bonds, which was an advance
refunding of the 1992 Series A bonds; amortized
through 2021

1999 Qualified Zone Academy Bonds; amortized
through 2012

2000 Series A bonds; amortized through 2010
2000 Series B bonds; amortized through 2010

2001 Qualified Zone Academy Bonds; amortized
through 2016

2002 Series A bonds; amortized through 2012

2003 Qualified Zone Academy Bonds; amortized
through 2019

2004 Series A bonds; amortized through 2026
2004 Series B bonds; amortized through 2034
2004 Series C bonds; amortized through 2034

2004 Qualified Zone Academy Bonds; amortized
through 2020

2005 Series A bonds; amortized through 2030
2005 Series B bonds; amortized through 2028

2005 Qualified Zone Academy Bonds; amortized
through 2021

30

June 30, 2008

1,054

1,798

123
50
33

157
145

84

3,920
(3,312

416

67
79

3,858

460

$

June 30, 2007

693

1,938

172

178
81

93
4,141
(1,363)
33

73

4,051

515

32

23

75

49

1

4
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NOTE 7.

2006 Series A bonds, amortized through 2021
2006 Series B bonds, amortized through 2011
2007 Series A bonds; amortized through 2026
2007 Series B bonds; amortized through 2036
2007 Series C bonds; amortized through 2032
2008 Series A bonds; amortized through 2027

Other unearned revenue

Total

SUBSEQUENT EVENTS

629 78 6
30 41
(375) (397)
137 42 1
(3,014 (1,057)
(1,373 -
25 24
$ 8,995 $ 10,806

On November 12, 2008, the Authority had outstand®230,172,000 in tax-exempt commercial
paper and $69,825,000 in taxable commercial pafztween June 30, 2008, and November 12,
2008, the Authority has issued $56,768,000 in consrakpaper to pay construction expenditures.
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TENNESSEE STATE SCHOOL BOND AUTHORITY
SUPPLEMENTARY SCHEDULES OF NET ASSETS - PROGRAM LEVEL
JUNE 30, 2008, AND JUNE 30, 2007

ASSETS
Current assets:
Cash
Cash with fiscal agent
Investments with fiscal agent
Loansreceivable
Interest receivable
Receivables for administrative fees

Total current assets

Noncurrent assets:
Restricted cash
Redricted investments
Loansreceivable
Deferred charges

Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Accounts payable
Accrued interest payable
Unearned revenue
Bonds payable

Total current liabilities

Noncurrent liabilities:
Unearned revenue
Commercia paper payable
Bonds payable

Total noncurrent liabilities

Total ligbilities

NET ASSETS
Unrestricted

(Expressed in Thousands)

June 30, 2008

June 30, 2007

Higher Education Qualified Zone Higher Education Quadlified Zone
Fecilities Academy Bonds Fecilities Academy Bonds
Programs Program Total Programs Program Total

$ 27,883 $ 1,238 $ 29,121 $ 23,770 $ 6,724 $ 30,494

3 - 3 - - -

- 14 14 32 - 32

33,628 3,706 37,334 29,406 1,765 31,171

5,183 15 5,198 4,797 16 4,813

357 10 367 418 11 429

67,054 4,983 72,037 58,423 8,516 66,939

6 14,262 14,268 5 15,561 15,566

3,762 8,250 12,012 3,908 6,617 10,525

826,049 29,908 855,957 665,830 26,674 692,504

6,611 779 7,390 5,869 886 6,755

836,428 53,199 889,627 675,612 49,738 725,350

903,482 58,182 961,664 734,035 58,254 792,289

14 - 14 - - -

5,237 - 5,237 4,983 - 4,983

1,584 109 1,693 1,353 108 1,461

33,726 - 33,726 29,501 - 29,501

40,561 109 40,670 35,837 108 35,945

6,519 782 7,301 8,423 922 9,345

243,229 - 243,229 164,195 - 164,195

605,459 57,155 662,614 518,104 57,143 575,247

855,207 57,937 913,144 690,722 58,065 748,787

895,768 58,046 953,814 726,559 58,173 784,732

$ 7,714 $ 136 $ 7,850 $ 7476 $ 81 $ 7,557

35



TENNESSEE STATE SCHOOL BOND AUTHORITY

SUPPLEMENTARY SCHEDULES OF REVENUES,

EXPENSES AND CHANGES IN NET ASSETS - PROGRAM LEVEL
FOR THE YEARS ENDED JUNE 30, 2008, AND JUNE 30, 2007

OPERATING REVENUES
Revenue from loans
Investment earnings

Total operating revenues
OPERATING EXPENSES
Interest expense-commercial paper
Interest expense-bonds
Subsidy to borrowers
Administrative expense
Amortization of bond issuance costs
Total operating expenses
Operating income and change in net assets

Net assets, July 1

Net assets, June 30

Year ended June 30, 2008

(Expressed in Thousands)

Y ear ended June 30, 2007

Higher Education Qualified Zone Higher Education Qualified Zone
Facilities Academy Bonds Facilities Academy Bonds
Programs Program Tota Programs Program Total

$ 34834 $ 157 34,991 $ 30048 $ 109 $ 30,157

1,298 58 1,356 1973 2 1,975

36,132 215 36,347 32,021 111 32,132

6,244 - 6,244 4,405 - 4,405

27,372 13 27,385 24,078 13 24,091

1,183 - 1,183 1578 - 1,578

641 40 681 649 14 663

454 107 561 364 71 435

35,894 160 36,054 31,074 98 31,172

238 55 293 947 13 960

7,476 81 7,557 6,529 68 6,597

$ 7714 $ 136 7,850 $ 7476 $ 8l $ 7,557
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TENNESSEE STATE SCHOOL BOND AUTHORITY
SUPPLEMENTARY SCHEDULES OF CASH FLOWS - PROGRAM LEVEL
FOR THE YEARS ENDED JUNE 30, 2008, AND JUNE 30, 2007

(Expressed in Thousands)

Y ear ended June 30, 2008 Year ended June 30, 2007
Higher Education Qualified Zone Higher Education Quadlified Zone
Facilities Academy Bonds Facilities Academy Bonds
Programs Program Total Programs Program Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from borrowers for administrative fees $ 418 $ 14 3 432 $ 3755 $ 17 3 392
Payment to suppliers (627) (40 (667) (668) 14 (682)
Receipts from borrowers to the interest rate reserve fund 624 - 624 541 - 541
Payments to borrowers from the interest rate reserve fund (263) - (263) (427) - (427)
Net cash provided by (used in) operating activities 152 (26) 126 (179) 3 (176)
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Proceeds from sale of bonds 120,780 - 120,780 48,264 - 48,264
Proceeds from sale of refunding bonds - - - 95,929 - 95,929
Proceeds from sale of commercial paper 147,376 - 147,376 131,448 - 131,448
Bond issuance costs paid (213) - (213) (291) - (291)
Refunding bond proceeds placed in escrow - - - (95,881) - (95,881)
Principal paid - bonds and commercial paper (98,409) - (98,409) (124,796) - (124,796)
Interest paid - bonds and commercial paper (33,280) - (33,280) (27,473) - (27473
Subsidy to borrowers (1,289) - (1,289) (1,621) - (1,621)
Net cash provided by noncapital financing activities 134,965 - 134,965 25,579 - 25,579
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments (7,740) (10,804) (18,544) (10,383) (1,567) (11,950)
Proceeds from sales and maturities of investments 8,102 9,186 17,288 12,608 - 12,608
Interest received on investments 1,183 275 1,458 1,719 - 1,719
Loans issued (199,936) (7,744) (207,680) (145,269) (12,585) (157,854)
Loan escrow paid (130) 1,767 1,637 (130) - (130)
Collections of loan principal 34,535 788 35,323 28,297 4,404 32,701
Interest received on loans 32,986 (227) 32,759 27,545 1 27,546
Net cash used in investing activities (131,000) (6,759) (137,759) (85,613) (9,747) (95,360)
Net increase (decrease) in cash 4,117 (6,785) (2,668) (60,213) (9,744) (69,957)
Cash, July 1 23775 22,285 46,060 83,988 32,029 116,017
Cash, June 30 $ 27892 % 15500 $ 43,392 $ 23775 $ 22285 $ 46,060
Reconciliation of cash to the Statement of Net Assets:
Cash $ 27883 $ 1,238 $ 29,121 $ 23770  $ 6724 $ 30,494
Cash with fiscal agent 3 - 3 - - -
Redtricted cash 6 14,262 14,268 5 15,561 15,566
Cash, June 30 $ 27892 $ 15500 $ 43,392 $ 23775 $ 22285 $ 46,060
Reconciliation of operating income to net
cash provided by (used in) operating activities
Operating income $ 238 $ 55 §$ 293 $ 947 $ 13  $ 960
Adjustments to reconcile operating income to net cash
provided by (used in) operating activities:
Amortization of bond issuance costs 454 107 561 364 71 435
Investment earnings (1,298) (30) (1,328) (1,973) (%) (1,975)
Interest expense 33,616 13 33,629 28,483 13 28,496
Subsidy to borrowers 1,183 - 1,183 1578 - 1578
Interest income from loans (34,371) (28) (34,399) (29,627) (92) (29,719)
Changesin assets and liabilities:
(Increase) in receivables for administrative fees (61) - (61) (46) - (46)
(Increase) decrease in payablesfor administrative fees 30 - 30 (19 - (19
Increase (decrease) in unearned revenue 361 (143) 218 114 - 114
Total adjustments (86) (81) (167) (1,126) (10) (1,136)
Net cash provided by (used in) operating activities $ 152 $ (26) $ 126 $ 179 $ 3 3 (176)
Noncash financing activities:
Accretion of capital appreciation bonds $ 482 $ - 8 482 $ 631 $ - 8 631
Bond issuance costs (1,833) - (1,833) (6,077) - (6,077)
Total noncash financing activities $ (1351) $ - $ (1,351) $ (5446) $ - $ (5,446)
Noncash investing activities:
Increase (decrease) in fair value of investments $ 22 $ - 8 22 $ 29 $ - 8 29
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TENNESSEE STATE SCHOOL BOND AUTHORITY
SCHEDUL ES OF REVENUES, EXPENSES, AND
CHANGESIN NET ASSETS
FOR FISCAL YEARS 2001 TO 2007

OPERATING REVENUES
Revenue from loans
Investment earnings

Total operating revenues

OPERATING EXPENSES

Interest expense-commercial paper

Interest expense-bonds
Subsidy to borrowers
Administrative expense

Amortization of bond issuance costs

Total operating expenses

Operating income (loss) and change in net assets

Net assets, July 1

Net assets, June 30

(Expressed in Thousands)

For the Year Ended

2008 2007 2006 2005 2004 2003 2002 2001
$ 34,991$ 30,157 $ 26,841 $ 27,027 $ 22,956 $ 24,927 $ 21,553 $ 21,712
1,356 1,975 1,761 1,138 423 781 1,056 2,624
36,347 32,132 28,602 28,165 23379 25708 22,609 24,336
6,244 4,405 3,482 939 515 353 1,177 3,365
27,385 24,091 22,994 24,916 21,758 24,092 19,988 17,240
1,183 1,578 1,440 847 340 2,382 811 1,655

681 663 539 548 527 457 545 644

561 435 350 295 229 205 164 135

36,054 31,172 28,805 27,545 23,369 27,489 22,685 23,039
293 960 (203) 620 10 (1,781) (76) 1,297

7,557 6,597 6,800 6,180 6,170 7,951 8,027 6,730

$ 7,850 $ 7557 $ 6597 $ 6800 % 6180 $ 6170 $ 7,951 $ 8,027

Note: Due to reporting format and definition changesspribed by GASB Statement 34, only fiscal yeaf1202008 are available.



TENNESSEE STATE SCHOOL BOND AUTHORITY
OUTSTANDING LOANS FROM BORROWERS
FOR THE LAST TEN YEARS

(Expressed in Thousands)

Qualified Zone

Fiscal Higher Education Academy Bonds

Year Facilities Programs Program Total
2008 $ 859,706 $ 33614 $ 893,320
2007 695,235 28,439 723,674
2006 578,694 22,401 601,095
2005 520,133 15,766 535,899
2004 477,867 17,375 495,242
2003 454,173 13,556 467,729
2002 416,264 9,485 425,749
2001 382,606 5,272 387,878
2000 343,643 - 343,643
1999 457,342 - 457,342

Note: The first QZAB loan was made in fiscal y2800.
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TENNESSEE STATE SCHOOL BOND AUTHORITY
OUTSTANDING DEBT PAYABLE
FORTHE LAST TEN YEARS

(Expressed in Thousands)

Quialified Zone

Academy Bonds
Higher Education Facilities Programs Program
Fiscal Commercial
Year Bonds Paper QZAB Bonds Total
2008 $ 639,185 $ 243,229 $ 57,155 % 939,569
2007 547,605 164,195 57,142 768,942
2006 525,685 129,046 57,130 711,861
2005 480,515 74,242 39,572 594,329
2004 500,426 32,156 26,959 559,541
2003 425,282 46,747 24,527 496,556
2002 446,620 13,757 24,516 484,893
2001 346,050 60,277 13,175 419,502
2000 258,651 102,700 13,163 374,514
1999 329,562 162,050 - 491,612

Note: QZAB bonds were obtained in fiscal year 2000.
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STATE OF TENNESSEE
SCHEDULE OF FEES/ICHARGES, LEGISLATIVE APPROPRIATIONSAND DEBT SERVICE
COMPONENT UNITS

COLLEGE AND UNIVERSITY FUNDS*
FORTHE LAST TEN YEARS

(Expressed in Thousands)

UNIVERSITY OF TENNESSEE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremeni3
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 565,963 $ 510,261 $ 35 $ 33,177
2007 532,582 471,730 45 26,652
2006 484,786 440,014 56 23,896
2005 448,955 430,412 66 25,317
2004 417,191 406,033 75 24,508
2003 413,632 409,612 - 24,804
2002 438,956 406,146 21 18,628
2001 401,918 408,671 21 16,872
2000 410,086 375,872 21 24,431
1999 622,109 373,207 21 28,657

AUSTIN PEAY STATE UNIVERSITY

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 61,033 $ 37,180 $ - $ 2,581
2007 56,119 34,977 - 2,253
2006 50,818 32,684 - 2,104
2005 44,332 32,216 - 2,242
2004 40,120 30,712 48 1,515
2003 42 577 31,100 48 1,516
2002 38,957 30,484 48 649
2001 31,087 28,051 48 649
2000 28,387 28,001 48 651
1999 23,188 27,444 48 672

EAST TENNESSEE STATE UNIVERSITY

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 121,820 $ 98,619 $ 1,889 $ 5,172
2007 107,798 91,709 2,070 2,895
2006 100,454 86,173 2,242 2,221
2005 92,599 83,221 312 2,824
2004 85,854 79,247 315 2,609
2003 76,414 79,735 319 2,608
2002 72,774 77,965 261 1,916
2001 66,727 75,937 261 1,954
2000 64,386 72,837 258 1,743
1999 64,652 70,814 - 1,588
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MIDDLE TENNESSEE STATE UNIVERSITY

Prior and Subordinate

Debt Service

Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 168,872 $ 100,859 - $ 8,011
2007 158,641 94,005 - 7,875
2006 149,759 86,971 - 6,455
2005 136,192 85,305 - 6,937
2004 126,161 81,057 - 6,540
2003 108,974 82,144 - 6,537
2002 98,031 77,990 - 5,472
2001 86,328 76,159 - 4,886
2000 78,317 73,273 - 3,357
1999 70,530 70,576 - 1,872
TENNESSEE STATE UNIVERSITY

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 61,058 $ 46,407 - $ 3,506
2007 60,537 39,913 - 2,911
2006 59,847 37,864 - 2,893
2005 57,504 37,110 - 3,001
2004 54,375 34,569 - 3,136
2003 47,326 34,988 - 3,137
2002 45,119 35,067 - 2,193
2001 54,979 34,843 66 2,056
2000 52,156 36,337 66 1,470
1999 46,423 35,597 66 1,257

TENNESSEE TECHNOLOGICAL UNIVERISTY

Prior and Subordinate

Debt Service

Fiscal Total Fees Legislative Debt Service Requirement Requiremeni3
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 70,801 $ 48,812 - $ 1,273
2007 61,679 46,012 - 1,242
2006 56,568 43,370 - 1,042
2005 52,138 42,742 - 1,168
2004 47,194 40,165 - 897
2003 45,293 40,790 - 415
2002 41,311 40,392 - 639
2001 37,065 39,933 - 844
2000 33,791 38,938 - 1,075
1999 31,616 39,259 - 1,145
(Continued)
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(Continued from previous page)
STATE OF TENNESSEE
SCHEDULE OF FEES/CHARGES, LEGISLATIVE APPROPRIATIONSAND DEBT SERVICE
COMPONENT UNITS
COLLEGE AND UNIVERSITY FUNDS
FOR THE LAST TEN YEARS

(Expressed in Thousands)

UNIVERSITY OF MEMPHIS

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremeni3
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 188,462 $ 123,719 $ - $ 6,280
2007 177,082 116,006 - 6,013
2006 166,652 108,395 - 4,993
2005 151,536 106,393 - 5,609
2004 140,957 100,602 - 6,291
2003 127,638 102,139 - 6,334
2002 120,196 99,786 - 3,777
2001 114,031 97,499 - 2,353
2000 102,186 94,289 - 3,054
1999 93,593 93,576 - 2,991

CHATTANOOGA STATE TECHNICAL COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremeni3
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 22,190 $ 25,074 $ - $ 489
2007 20,832 23,697 - 280
2006 19,084 22,336 - 69
2005 18,216 21,977 - 73
2004 17,297 20,802 65 73
2003 15,034 21,108 60 73
2002 13,947 21,233 70 73
2001 11,650 20,684 69 34
2000 11,074 20,234 72 -
1999 10,453 19,602 69 -

CLEVELAND STATE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Year and Charges Appropriatidns (Non Authority) (Authority Bonds)
2008 $ 7,206 $ 10,856 $ - $ 168
2007 6,422 10,317 - 169
2006 6,249 9,683 - -
2005 5,737 9,580 - -
2004 5,631 9,053 - -
2003 4,757 9,212 - -
2002 4,544 9,295 - -
2001 3,952 9,072 - -
2000 3,726 8,843 - -
1999 3,484 8,519 - -

46



COLUMBIA STATE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremeni3
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 13,829 $ 13,710 $ - $ 18
2007 13,829 13,710 - 17
2006 13,027 12,731 - 17
2005 12,133 12,839 - 17
2004 10,799 11,344 - -
2003 14,921 11,540 - -
2002 13,136 11,437 - -
2001 7,294 11,016 - -
2000 6,836 10,675 - -
1999 6,615 10,143 - -

DYERSBURG STATE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 6,141 $ 7,612 $ - $ 116
2007 6,032 7,118 - 117
2006 5,451 6,490 - -
2005 5,490 6,386 - -
2004 5,219 6,035 - -
2003 4,010 6,108 - -
2002 3,762 5,979 - -
2001 3,127 5,809 - -
2000 2,918 5,666 - -
1999 2,859 5,466 - -

JACKSON STATE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Year and Charges Appropriatidns (Non Authority) (Authority Bonds)
2008 $ 14,329 $ 13,147 $ - $ 166
2007 10,614 12,383 - 168
2006 9,280 11,480 - -
2005 8,958 11,282 - -
2004 8,290 10,610 - -
2003 7,173 10,768 - -
2002 6,773 10,477 - -
2001 5,468 10,210 - -
2000 6,376 9,417 - -
1999 5,809 9,028 - -

(Continued)
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(Continued from previous page)
STATE OF TENNESSEE
SCHEDULE OF FEES/CHARGES, LEGISLATIVE APPROPRIATIONSAND DEBT SERVICE
COMPONENT UNITS
COLLEGE AND UNIVERSITY FUNDS
FOR THE LAST TEN YEARS

(Expressed in Thousands)

MOTLOW STATE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 9,780 $ 10,951 $ - $ 170
2007 8,661 10,290 - 171
2006 7,678 9,434 - -
2005 7,022 9,343 - -
2004 6,369 8,747 - -
2003 5,660 8,893 - -
2002 5,225 8,514 - -
2001 4,413 8,309 - -
2000 4,120 8,094 - -
1999 3,886 7,790 - -

NASHVILLE STATE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 17,392 $ 16,370 $ - $ 85
2007 15,828 15,185 - 13
2006 15,615 14,045 - 13
2005 13,955 13,449 - 13
2004 12,202 12,730 - 13
2003 13,519 13,099 - 13
2002 8,254 12,525 - -
2001 8,322 12,168 - -
2000 7,474 11,655 - -
1999 6,816 11,092 - -

NORTHEAST STATE TECHNICAL COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremeni3
Year and Charges Appropriatidns (Non Authority) (Authority Bonds)
2008 $ 12,086 $ 13,199 $ - $ 209
2007 11,731 12,256 - 212
2006 10,505 11,147 - -
2005 9,883 10,958 - -
2004 8,910 10,391 - -
2003 7,283 10,543 - -
2002 6,599 9,737 - -
2001 5,534 9,501 - -
2000 5,111 8,946 - -
1999 4,764 8,629 - -
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PELLISSIPPI STATE TECHNICAL COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 23,917 $ 22,037 $ - $ 375
2007 20,801 20,657 - 293
2006 19,184 19,252 - -
2005 17,376 18,935 - -
2004 17,109 17,985 - -
2003 14,393 18,247 - -
2002 13,854 18,078 - -
2001 12,693 17,514 - -
2000 11,429 17,062 131 -
1999 10,827 16,549 114 -

ROANE STATE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 14,478 $ 18,976 $ - $ 323
2007 13,510 17,892 - 330
2006 12,528 16,660 - -
2005 11,823 16,470 - -
2004 10,964 15,518 - -
2003 9,532 15,779 - -
2002 8,589 15,771 - -
2001 7,697 15,524 - -
2000 7,565 14,879 - -
1999 6,940 14,254 - -

SOUTHWEST TENNESSEE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 19,577 $ 40,131 $ - $ 175
2007 22,042 38,723 - 174
2006 18,166 36,905 - 169
2005 16,749 36,210 - 179
2004 16,472 34,191 - 179
2003 21,839 34,827 - 179
2002 19,022 35,175 - 146
2001 18,325 34,451 - 146
2000 10,838 18,464 - 56
1999 9,991 18,527 - -

(Continued)
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(Continued from previous page)
STATE OF TENNESSEE
SCHEDULE OF FEES/CHARGES, LEGISLATIVE APPROPRIATIONSAND DEBT SERVICE
COMPONENT UNITS
COLLEGE AND UNIVERSITY FUNDS
FOR THE LAST TEN YEARS

(Expressed in Thousands)

VOLUNTEER STATE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
2008 $ 15,457 $ 19,245 $ - $ 139
2007 14,974 17,995 - 140
2006 14,224 16,548 - 17
2005 13,206 16,303 - 17
2004 12,256 15,417 - -
2003 10,333 15,641 - -
2002 9,600 15,689 - -
2001 7,723 15,297 - -
2000 7,067 14,853 - -
1999 6,901 14,233 - -

WALTERS STATE COMMUNITY COLLEGE

Prior and Subordinate Debt Service
Fiscal Total Fees Legislative Debt Service Requirement Requiremen?
Yeal and Charge Appropriation? (Non Authority’ (Authority Bonds
200¢ $ 15,37¢ $ 19,42¢ $ - $ 28¢
2007 14,097 18,24¢ - 294
200¢ 12,74( 16,86( - -
200¢ 11,79¢ 16,64 - -
200¢ 11,211 15,68¢ - -
200z 9,99( 15,90¢ - -
200z 9,381 15,59¢ - -
2001 8,281 15,17: - -
200( 9,001 14,767 - -
1999 8,408 14,265 - -

Source-Colleges & Universities (unaudited)

YIncludes only those Institutions that have prgechich have been financed with Bonds.

2 Appropriations for operations and maintenancduifing employer social security and retirement dbations; but not
including special program funds, such as fort€mnof Excellence and institution and researchpenent.

® Debt Service Requirements consist of only priatgmd interest.
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STATE OF TENNESSEE
COVERAGE OF ANNUAL FINANCING CHARGES

LONG-TERM DEBT SECURED BY FIANANCING AGREEMENTS"
COLLEGE AND UNIVERSITY FUNDS
FOR THE LAST TEN YEARS

(Expressed in Thousands)

UNIVERSITY OF TENNESSEE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees &  Fees, Charges, &
Fiscal Year Charges Appropriation$ and Admin Fee¥s' Charges Appropriations
2008 $ 565,963 $ 510,261 $ 33,870 16.71 X 31.78 X
2007 532,582 471,730 27,157 19.61 X 36.98 X
2006 484,786 440,014 24,425 19.85 X 37.86 X
2005 448,955 430,412 25,854 17.37 X 34.01 X
2004 417,191 406,033 24,822 16.81 X 33.17 X
2003 413,632 409,612 25,138 16.45 X 32.75 X
2002 438,956 406,146 20,703 21.20 X 40.82 X
2001 401,918 408,671 18,814 21.36 X 43.08 X
2000 410,086 375,872 16,876 24.30 X 46.57 X
1999 622,109 373,207 24,589 25.30 X 40.48 X

AUSTIN PEAY STATE UNIVERSITY
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees &  Fees, Charges, &
Fiscal Year Charges Appropriation$ and Admin Fee' Charges Appropriations
2008 $ 61,033 $ 37,180 $ 2,682 22.76 X 36.62 X
2007 56,119 34,977 2,335 24.03 X 39.01 X
2006 50,818 32,684 2,162 23.51 X 38.62 X
2005 44,332 32,216 2,304 19.24 X 33.22 X
2004 40,120 30,712 1,546 25.95 X 45.82 X
2003 42,577 31,100 1,548 27.50 X 47.59 X
2002 38,957 30,484 621 62.73 X 111.82 X
2001 31,087 28,051 623 49.90 X 94.92 X
2000 28,387 28,001 623 4557 X 90.51 X
1999 23,188 27,444 655 35.40 X 77.30 X

EAST TENNESSEE STATE UNIVERSITY
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees &  Fees, Charges, &
Fiscal Year Charges Appropriation$ and Admin Fees' Charges Appropriations

2008 $ 121,820 $ 98,619 $ 5,297 23.00 X 41.62 X
2007 107,798 91,709 2,943 36.63 X 67.79 X
2006 100,454 86,173 2,261 44.43 X 82.54 X
2005 92,599 83,221 2,881 32.14 X 61.03 X
2004 85,854 79,247 2,660 32.28 X 62.07 X
2003 76,414 79,735 2,661 28.72 X 58.68 X
2002 72,774 77,965 2,117 34.38 X 71.20 X
2001 66,727 75,937 1,946 34.29 X 73.31X
2000 64,386 72,837 1,984 32.45 X 69.16 X
1999 64,652 70,814 1,765 36.63 X 76.75 X

(Continued)

51



(Continued from previous page)
STATE OF TENNESSEE
COVERAGE OF ANNUAL FINANCING CHARGES
LONG-TERM DEBT SECURED BY FIANANCING AGREEMENTS!
COLLEGE AND UNIVERSITY FUNDS
FOR THE LAST TEN YEARS
(Expressed in Thousands)

MIDDLE TENNESSEE STATE UNIVERSITY
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Year Charges Appropriationd and Admin Fees' Charges Appropriations
2008 $ 168,872 $ 100,859 $ 8,181 20.64 X 32.97 X
2007 158,641 94,005 8,036 19.74 X 31.44 X
2006 149,759 86,971 6,626 22.60 X 35.73 X
2005 136,192 85,305 7,103 19.17 X 3118 X
2004 126,161 81,057 6,673 1891 X 31.05 X
2003 108,974 82,144 6,675 16.33 X 28.63 X
2002 98,031 77,990 5,978 16.40 X 29.44 X
2001 86,328 76,159 5,571 15.50 X 29.17 X
2000 78,317 73,273 4,987 15.70 X 30.40 X
1999 70,530 70,576 3,427 20.58 X 41.17 X

TENNESSEE STATE UNIVERSITY
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Year Charges Appropriationd and Admin Fees' Charges Appropriations
2008 $ 61,058 $ 46,407 $ 3,592 17.00 X 29.92 X
2007 60,537 39,913 2,967 20.40 X 33.86 X
2006 59,847 37,864 2,958 20.23 X 33.03 X
2005 57,504 37,110 3,054 18.83 X 30.98 X
2004 54,375 34,569 3,070 17.71 X 28.97 X
2003 47,326 34,988 3,198 14.80 X 25.74 X
2002 45,119 35,067 2,272 19.86 X 35.29 X
2001 54,979 34,843 2,224 24.72 X 40.39 X
2000 52,156 36,337 2,087 24.99 X 42.40 X
1999 46,423 35,597 1,493 31.09 X 54.94 X

TENNESSEE TECHNOLOGICAL UNIVERSITY
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Year Charges Appropriationd and Admin Fees' Charges Appropriations
2008 $ 70,801 $ 48,812 $ 1,294 54.71 X 92.44 X
2007 61,679 46,012 1,261 48.91 X 85.40 X
2006 56,568 43,370 1,066 53.07 X 93.75 X
2005 52,138 42,742 1,190 43.81 X 79.73 X
2004 47,194 40,165 912 51.75 X 95.79 X
2003 45,293 40,790 420 107.84 X 204.96 X
2002 41,311 40,392 756 54.64 X 108.07 X
2001 37,065 39,933 748 49.55 X 102.94 X
2000 33,791 38,938 950 3557 X 76.56 X
1999 31,616 39,259 1,082 29.22 X 65.50 X
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UNIVERSITY OF MEMPHIS
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Yea Charge Appropriation? and Admin Fee>* Charge Appropriation:
2008 $ 188,462 $ 123,719 $ 6,380 29.54 X 48.93 X
2007 177,082 116,006 6,114 28.96 X 47.94 X
2006 166,652 108,395 5,197 32.07 X 52.92 X
2005 151,536 106,393 5,792 26.16 X 4453 X
2004 140,957 100,602 6,378 22.10 X 37.87 X
2003 127,638 102,139 6,432 19.84 X 35.72 X
2002 120,196 99,786 5,884 20.43 X 37.39 X
2001 114,031 97,499 3,846 29.65 X 55.00 X
2000 102,186 94,289 2,387 42.81 X 82.31 X
1999 93,593 93,576 3,078 30.41 X 60.81 X

CHATTANOOGA STATE TECHNICAL COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Yea Charge Appropriation? and Admin Fee®* Charge Appropriation:
2008 $ 22,190 $ 25,074 $ 495 44.83 X 95.48 X
2007 20,832 23,697 282 73.87 X 157.90 X
2006 19,084 22,336 71 268.79 X 583.38 X
2005 18,216 21,977 74 246.16 X 543.15 X
2004 17,297 20,802 74 233.74 X 514.85 X
2003 15,034 21,108 74 203.16 X 488.41 X
2002 13,947 21,233 34 0.00 X 0.00 X
2001 11,650 20,684 - 0.00 X 0.00 X
2000 11,074 20,234 - 0.00 X 0.00 X
1999 10,453 19,602 - 0.00 X 0.00 X

CLEVELAND STATECOMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Yea Charge Appropriation? and Admin Fee®* Charge Appropriation:
2008 $ 7,206 $ 10,856 $ 169 42.64 X 106.88 X
2007 6,422 10,317 170 0.00 X 0.00 X
2006 6,249 9,683 - 0.00 X 0.00 X
2005 5,737 9,580 - 0.00 X 0.00 X
2004 5,631 9,053 - 0.00 X 0.00 X
2003 4,757 9,212 - 0.00 X 0.00 X
2002 4,544 9,295 - 0.00 X 0.00 X
2001 3,952 9,072 - 0.00 X 0.00 X
2000 3,726 8,843 - 0.00 X 0.00 X
1999 3,484 8,519 - 0.00 X 0.00 X
(Continued)
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STATE OF TENNESSEE
COVERAGE OF ANNUAL FINANCING CHARGES

LONG-TERM DEBT SECURED BY FIANANCING AGREEMENTS'
COLLEGE AND UNIVERSITY FUNDS
FOR THE LAST TEN YEARS
(Expressed in Thousands)

COLUMBIA STATE COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees &  Fees, Charges, &
Fiscal Yea Charge Appropriation:2 and Admin Fee** Charge Appropriation:
2008 $ 13,829 $ 13,710 $ 18 768.28 X 1529.94 X
2007 13,829 13,710 18 768.28 X 1529.94 X
2006 13,027 12,731 18 723.72 X 1431.00 X
2005 12,133 12,839 18 674.06 X 1387.33 X
2004 10,799 11,344 - 0.00 X 0.00 X
2003 14,921 11,540 - 0.00 X 0.00 X
2002 13,136 11,437 - 0.00 X 0.00 X
2001 7,294 11,016 - 0.00 X 0.00 X
2000 6,836 10,675 - 0.00 X 0.00 X
1999 6,615 10,143 - 0.00 X 0.00 X

DYERSBURG STATE COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees &  Fees, Charges, &
Fiscal Yea Charge Appropriation:2 and Admin Fee®* Charge Appropriation:
2008 $ 6,141 $ 7,612 $ 116 52.94 X 118.56 X
2007 6,032 7,118 117 51.56 X 112.39 X
2006 5,451 6,490 - 0.00 X 0.00 X
2005 5,490 6,386 - 0.00 X 0.00 X
2004 5,219 6,035 - 0.00 X 0.00 X
2003 4,010 6,108 - 0.00 X 0.00 X
2002 3,762 5,979 - 0.00 X 0.00 X
2001 3,127 5,809 - 0.00 X 0.00 X
2000 2,918 5,666 - 0.00 X 0.00 X
1999 2,859 5,466 - 0.00 X 0.00 X

JACKSON STATE COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees &  Fees, Charges, &
Fiscal Yea Charge Appropriation? and Admin Fee®* Charge Appropriation:
2008 $ 14,329 $ 13,147 $ 167 85.80 X 164.53 X
2007 10,614 12,383 169 62.80 X 136.08 X
2006 9,280 11,480 - 0.00 X 0.00 X
2005 8,958 11,282 - 0.00 X 0.00 X
2004 8,290 10,610 - 0.00 X 0.00 X
2003 7,173 10,768 - 0.00 X 0.00 X
2002 6,773 10,477 - 0.00 X 0.00 X
2001 5,468 10,210 - 0.00 X 0.00 X
2000 6,376 9,417 - 0.00 X 0.00 X
1999 5,809 9,028 - 0.00 X 0.00 X
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MOTLOW STATE COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Yea Charge Appropriation? and Admin Fee>* Charge Appropriation:
2008 $ 9,780 $ 10,951 $ 171 57.19 X 121.23 X
2007 8,661 10,290 173 50.06 X 109.54 X
2006 7,678 9,434 - 0.00 X 0.00 X
2005 7,022 9,343 - 0.00 X 0.00 X
2004 6,369 8,747 - 0.00 X 0.00 X
2003 5,660 8,893 - 0.00 X 0.00 X
2002 5,225 8,514 - 0.00 X 0.00 X
2001 4,413 8,309 - 0.00 X 0.00 X
2000 4,120 8,094 - 0.00 X 0.00 X
1999 3,886 7,790 - 0.00 X 0.00 X

NASHVILLE STATE COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Yea Charge Appropriation? and Admin Fee>* Charge Appropriation:
2008 $ 17,392 $ 16,370 $ 87 199.91 X 388.07 X
2007 15,828 15,185 13 1217.54 X 2385.62 X
2006 15,615 14,045 13 1201.15 X 2281.54 X
2005 13,955 13,449 13 1073.46 X 2108.00 X
2004 12,202 12,730 13 938.62 X 1917.85 X
2003 13,519 13,099 13 1039.92 X 2047.54 X
2002 8,254 12,525 - 0.00 X 0.00 X
2001 8,322 12,168 - 0.00 X 0.00 X
2000 7,474 11,655 - 0.00 X 0.00 X
1999 6,816 11,092 - 0.00 X 0.00 X

NORTHEAST STATE TECHNICAL COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Yea Charge Appropriation? and Admin Fee>* Charge Appropriation:
2008 $ 12,086 $ 13,199 $ 210 57.55 X 120.40 X
2007 11,731 12,256 214 54.82 X 112.09 X
2006 10,505 11,147 - 0.00 X 0.00 X
2005 9,883 10,958 - 0.00 X 0.00 X
2004 8,910 10,391 - 0.00 X 0.00 X
2003 7,283 10,543 - 0.00 X 0.00 X
2002 6,599 9,737 - 0.00 X 0.00 X
2001 5,534 9,501 - 0.00 X 0.00 X
2000 5111 8,946 - 0.00 X 0.00 X
1999 4,764 8,629 - 0.00 X 0.00 X
(Continued)
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STATE OF TENNESSEE
COVERAGE OF ANNUAL FINANCING CHARGES

LONG-TERM DEBT SECURED BY FIANANCING AGREEMENTS'
COLLEGE AND UNIVERSITY FUNDS
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(Expressed in Thousands)

PELLISSIPPI STATE TECHNICAL COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Year Charges Appropriationd and Admin Fees' Charges Appropriations
2008 $ 23,917 $ 22,037 $ 380 62.94 X 120.93 X
2007 20,801 20,657 296 70.27 X 140.06 X
2006 19,184 19,252 - 0.00 X 0.00 X
2005 17,376 18,935 - 0.00 X 0.00 X
2004 17,109 17,985 - 0.00 X 0.00 X
2003 14,393 18,247 - 0.00 X 0.00 X
2002 13,854 18,078 - 0.00 X 0.00 X
2001 12,693 17,514 - 0.00 X 0.00 X
2000 11,429 17,062 - 0.00 X 0.00 X
1999 10,827 16,549 - 0.00 X 0.00 X

ROANE STATE COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Year Charges Appropriationd and Admin Fees' Charges Appropriations
2008 $ 14,478 $ 18,976 $ 327 44.28 X 102.31 X
2007 13,510 17,892 334 40.45 X 94.02 X
2006 12,528 16,660 - 0.00 X 0.00 X
2005 11,823 16,470 - 0.00 X 0.00 X
2004 10,964 15,518 - 0.00 X 0.00 X
2003 9,632 15,779 - 0.00 X 0.00 X
2002 8,589 15,771 - 0.00 X 0.00 X
2001 7,697 15,524 - 0.00 X 0.00 X
2000 7,565 14,879 - 0.00 X 0.00 X
1999 6,940 14,254 - 0.00 X 0.00 X

SOUTHWEST TENNESSEE COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Year Charges Appropriationd and Admin Fees' Charges Appropriations

2008 $ 19,577 $ 40,131 $ 179 109.37 X 333.56 X
2007 22,042 38,723 179 123.14 X 339.47 X
2006 18,166 36,905 175 103.81 X 314.69 X
2005 16,749 36,210 183 91.52 X 289.39 X
2004 16,472 34,191 183 90.01 X 276.85 X
2003 21,839 34,827 149 146.57 X 380.31 X
2002 19,022 35,175 149 127.66 X 363.74 X
2001 18,325 34,451 150 122.17 X 351.84 X
2000 10,838 18,464 58 186.86 X 505.21 X
1999 9,991 18,527 - 0.00 X 0.00 X
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VOLUNTEER STATE COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Yea Charge Appropriation? and Admin Fee>* Charge Appropriation:
2008 $ 15,457 $ 19,245 $ 139 111.20 X 249.65 X
2007 14,974 17,995 141 106.20 X 233.82 X
2006 14,224 16,548 17 836.71 X 1810.12 X
2005 13,206 16,303 17 776.82 X 1735.82 X
2004 12,256 15,417 - 0.00 X 0.00 X
2003 10,333 15,641 - 0.00 X 0.00 X
2002 9,600 15,689 - 0.00 X 0.00 X
2001 7,723 15,297 - 0.00 X 0.00 X
2000 7,067 14,853 - 0.00 X 0.00 X
1999 6,901 14,233 - 0.00 X 0.00 X

WALTERSSTATE COMMUNITY COLLEGE
Coverage By:

Total Fees an Legislative Annual Financing Chrgs  Fees&  Fees, Charges, &
Fiscal Yea Charge Appropriation? and Admin Fee®* Charge Appropriation:
2008 $ 15,379 $ 19,429 $ 292 52.67 X 119.21 X
2007 14,097 18,249 297 47.46 X 108.91 X
2006 12,740 16,860 - 0.00 X 0.00 X
2005 11,798 16,643 - 0.00 X 0.00 X
2004 11,211 15,689 - 0.00 X 0.00 X
2003 9,990 15,909 - 0.00 X 0.00 X
2002 9,381 15,595 - 0.00 X 0.00 X
2001 8,281 15,173 - 0.00 X 0.00 X
2000 9,001 14,767 - 0.00 X 0.00 X
1999 8,408 14,265 - 0.00 X 0.00 X

Source - Universities and Colleges (Unaudited)

! Includes both the First Program and Second Pro@amds. Excludes Commercial Paper.

2 Appropriations for operations and maintenancduifing employer social security and retirement dbations; but not
including special program funds, such as fort€mnof Excellence and institution and researchpenent.

® Does not include coverage for debt outstandin@aamercial Paper.

* Includes the maturity value only, and include$ &akcretion of College Savings Bonds and certaimdiso

secured by refunding trusts.
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Tennessee State School Bond Authority
Higher Education Facilities | ngtitutions
History of Fall Term Full-Time Equivalent Enrollment in Public Institutions

% Change
Institution* 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997-08 1993-08 1988-08
Four Year Institutions
APSU 7,499 7,139 7,443 7,336 6,939 6,278 6,079 5,769 5,671 7215, 5,816 5.0% 19.5% 28.9%
ETSU* 11,117 10,770 10,594 10,185 10,070 9,936 9,664 9,507 ,3649 9,638 9,792 3.2% 11.9% 13.5%
ETSU Med 245 239 n/a n/a na na na n/a na na n/a 2.5% n/a n/a
ETSU Pharm 334 215 n/a na na na na na na n/a n/a 55.4% n/a n/a
MTSU 20,062 19,525 19,355 19,139 19,037 18,735 18,151 $7,12 16,339 16,173 15,655 2.7% 7.1% 28.1%
TSU 6,694 7,465 7,464 7,462 7,662 7,716 7,703 7,425 7,431 297,6 7,383 -10.3% -13.2% -9.3%
TTU 8,568 8,312 7,900 7,562 7,559 7,509 7,554 7,327 7,212 2717,2 7,112 3.1% 14.1% 20.5%
UM 15,910 15,747 15,946 15,910 16,128 15,720 15,696 15,890 5,613 15,909 15,771 1.0% 1.2% 0.9%
TBR Total 70,429 69,412 68,702 67,593 67,394 65,894 64,846 63,043 61,629 62,298 61,529 1.5% 6.9% 14.5%
uTC 8,446 8,168 7,564 7,317 7,326 7,138 7,050 6,955 6,832 197,0 7,040 3.4% 18.3% 20.0%
UTK** 24,697 24,160 24,016 23,642 23,141 22,730 23,221 23,1 22,960 23,277 22,476 2.2% 8.7% 9.9%
UT Vet 429 408 n/a n/a na na na n/a n/a na n/a 5.1% n/a n/a
UTSI 104 105 n/a na n/a na na n/a na n/a n/a -1.0% n/a n/a
UTM 6,305 6,108 5,968 5,833 5,570 5,265 5,311 5,379 5,324 78%,2 5,480 3.2% 19.7% 15.1%
UTMHSC 3,867 3,799 3,583 3,412 2,062 2,008 1,977 1,949 1,999 2,023 2,024 1.8% 92.6% 91.1%
UT Total 43,848 42,748 41,131 40,205 38,099 37,141 37,559 7,468 37,115 37,597 37,020 2.6% 18.1% 18.4%
Total 4 Yr 114,277 112,160 109,833 107,797 105,494 108,03 102,404 100,509 98,744 99,895 98,549 1.9% 10.9% 16.0%
Two-Year |nstitutions
CSTCC 5,334 5,044 5,054 4,890 5,124 5,186 5,264 5,269 4,832 ,0385 5,140 5.8% 2.9% 3.8%
CLscC 2,195 2,022 2,034 2,103 2,088 2,224 2,200 2,318 2,083 ,1582 2,176 8.6% -1.3% 0.9%
cosccC 3,081 3,003 2,963 3,120 3,145 3,082 3,108 2,984 2,788 ,9062 2,947 2.6% 0.0% 4.5%
DSCC 1,741 1,668 1,693 1,744 1,770 1,819 1,657 1,577 1,563 4351, 1,522 4.4% -4.3% 14.4%
Jscc 2,803 2,953 2,791 2,573 2,702 2,743 2,713 2,658 2,514 5482, 2,416 -5.1% 2.2% 16.0%
MSCC 2,892 2,739 2,566 2,392 2,465 2,436 2,556 2,441 2,199 2212, 2,273 5.6% 18.7% 27.2%
NSCC 4,315 4,063 4,083 4,074 3,889 3,769 3,757 3,631 3,548 5273, 3,492 6.2% 14.5% 23.6%
NSTCC 3,606 3,387 3,374 3,142 3,334 3,112 2,968 2,879 2,607 ,6012 2,513 6.5% 15.9% 43.5%
PSTCC 5,686 5,446 5,149 4,963 4,963 5,013 5,208 5,151 5,079 ,0805 5,258 4.4% 13.4% 8.1%
RSCC 3,766 3,764 3,738 3,603 3,850 3,775 3,767 3,647 3,474 7973, 3,675 0.1% -0.2% 2.5%
SSCC n/a na na n/a na na n/a na n/a 2,805 2,887 n/a n/a n/a
STIM n/a n/a n/a n/a n/a n/a n/a n/a n/a 4,532 4,472 n/a n/a n/a
STCC*** 7,219 6,794 7,306 7,332 7,561 7,361 7,141 7,743 9,05 7,338 7,359 6.3% -1.9% -1.9%
VSCC 4,582 4,427 4,677 4,553 4,483 4,426 4,525 4,295 4,138 1074, 4,198 3.5% 3.5% 9.2%
WSCC 4,082 3,884 3,872 3,826 3,864 4,067 3,867 3,909 3,665 5943, 3,666 5.1% 0.4% 11.3%
Total 2 Yr 51,302 49,194 49,300 48,315 49,238 49,013 48,72 48,502 45,550 46,349 46,635 4.3% 4.7% 10.0%
Grand Total 165,579 161,354 159,133 156,112 154,732 152,048 151,133 149,011 144,294 146,244 145,184 2.6% 8.9% 14.0%

Source —The Tennessee Higher Education Commission
* Prior to 2007, ETSU totals included ETSU Med & HSU Pharm.

** Prior to 2007, UTK totals included UT Vet and ST

**Contains combined totals for STIM and SSCC fra®90-99

" TBR = Tennesse Board of Regents APSU = Austin Béaie University, ETSU = East Tennessee Statedfity, MTSU = Middle Tennessee State Universi§UT= Tennessee State University,
TTU = Tennessee Technological University, UOM =Wmsity of Memphis, UT = University of TennessedQJ= University of Tennessee at Chattanooga, UTHhiversity of Tennessee at Knoxville,
UTM = University of Tennessee at Martin, UTMem =insity of Tennessee at Memphis, CSTCC = Chattga&tate Technical Community College, CLSCC = Géawt State Community College,
COSCC = Columbia State Community College, DSCC erBlyurg State Community College, JSCC = Jacksde S@mmunity College, MSCC = Motlow State Commui@igllege, NSTCC = Northeast State
Technical Community College, NSCC = Nashville Statenmunity College, PSTCC = Pellissippi State Tazdin"Community College, RSCC = Roane State Commiuditlege, SSCC = Shelby State
Community College, STIM = State Tennessee Institutdemphis, STCC = Southwest Tennessee Comma@uitiege, VSCC = Volunteer State Community Colley¢§CC = Walters State Community College



DEBT SERVICE COVERAGE
TENNESSEE STATE SCHOOL BOND AUTHORITY
QUALIFIED ZONE ACADEMY BOND PROGRAM
FOR THE LAST SEVEN YEARS

(Expressed in Thousands)

BENTON COUNTY SCHOOLS*
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 14 % 170 $ 184 $ 3,013 16.37 X
2007 14 170 184 2,825 15.35 X
2006 - 35 35 2,660 75.99 X
2005 - - - 2,601 0.00 X
2004 - - - - 0.00 X
2003 - - - - 0.00 X
2002 - - - - 0.00 X
2001 - - - - 0.00 X
2000 - - - - 0.00 X

BLOUNT COUNTY SCHOOLS'
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 51 % - $ 51 $ 4,376 85.80 X
2007 51 - 51 3,977 77.99 X
2006 51 - 51 3,694 72.44 X
2005 - - - 3,536 0.00 X
2004 - - - - 0.00 X
2003 - - - - 0.00 X
2002 - - - - 0.00 X
2001 - - - - 0.00 X
2000 - - - - 0.00 X

DAVIDSON COUNTY SCHOOLS*
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 415 % 25,788 $ 26,203 $ 61,874 2.36 X
2007 415 27,098 27,513 55,172 2.01 X
2006 - 36,019 36,019 49,999 1.39 X
2005 - 32,492 32,492 57,319 1.76 X
2004 - - - - 0.00 X
2003 - - - - 0.00 X
2002 - - - - 0.00 X
2001 - - - - 0.00 X
2000 - - - - 0.00 X

(Continued)
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DEBT SERVICE COVERAGE
TENNESSEE STATE SCHOOL BOND AUTHORITY
QUALIFIED ZONE ACADEMY BOND PROGRAM
FOR THE LAST SEVEN YEARS

(Expressed in Thousands)

HAMILTON COUNTY SCHOOLS"*
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 91 $ 596 $ 687 $ 8,510 12.39 X
2007 91 596 687 7,751 11.29 X
2006 91 596 687 6,864 9.99 X
2005 91 - 91 6,929 76.14 X
2004 - - - - 0.00 X
2003 - - - - 0.00 X
2002 - - - - 0.00 X
2001 - - - - 0.00 X
2000 - - - - 0.00 X

HUMBOLDT CITY SCHOOLS
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 158 % 203 % 361 $ 1,134 3.14 X
2007 158 203 361 1,082 3.00 X
2006 158 203 361 999 2.77 X
2005 158 203 361 937 2.59 X
2004 158 203 361 936 2.59 X
2003 158 203 361 975 2.70 X
2002 - 203 203 1,151 5.67 X
2001 - 203 203 1,023 5.04 X
2000 - 203 203 987 4.86 X

KINGSPORT CITY SCHOOLS
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 358 $ 609 $ 967 $ 6,185 6.39 X
2007 358 609 967 5,801 6.00 X
2006 255 609 864 5,277 6.11 X
2005 34 961 995 4,906 493 X
2004 34 961 995 5,118 5.14 X
2003 34 516 550 5,065 9.21 X
2002 34 516 550 5,232 9.51 X
2001 34 - 34 4,960 145.89 X
2000 - - - 4,936 0.00 X
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KNOX COUNTY SCHOOLS
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 215 % - % 215 $ 11,413 53.09 X
2007 215 - 215 9,756 45.38 X
2006 215 - 215 8,499 39.53 X
2005 215 - 215 7,681 35.72 X
2004 215 - 215 8,235 38.30 X
2003 215 - 215 8,561 39.82 X
2002 215 - 215 7,393 34.39 X
2001 215 5 220 9,620 43.73 X
2000 - 5 5 7,670 1533.98 X

LEXINGTON CITY SCHOOLS"
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 7% $ - $ 76 $ 729 9.59 X
2007 76 - 76 833 10.96 X
2006 76 - 76 720 9.47 X
2005 - - - 732 0.00 X
2004 - - - - 0.00 X
2003 - - - - 0.00 X
2002 - - - - 0.00 X
2001 - - - - 0.00 X
2000 - - - - 0.00 X

LINCOLN COUNTY SCHOOLS?
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ - $ - $ 2,704 0.00 X
2007 - - - 2,579 0.00 X
2006 - - - 2,458 0.00 X
2005 10 - 10 2,388 238.78 X
2004 10 - 10 2,366 236.63 X
2003 10 - 10 2,317 231.73 X
2002 10 - 10 2,345 234.45 X
2001 10 - 10 2,293 229.26 X
2000 - - - 2,214 0.00 X

(Continued)
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DEBT SERVICE COVERAGE
TENNESSEE STATE SCHOOL BOND AUTHORITY
QUALIFIED ZONE ACADEMY BOND PROGRAM
FOR THE LAST SEVEN YEARS

LOUDON COUNTY SCHOOLS"*

(Expressed in Thousands)

STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year
Fiscal QZAB Obligations Total State Shared
Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 275 % - % 275 $ 3,447 12.53 X
2007 275 - 275 2,960 10.76 X
2006 - - - 2,869 0.00 X
2005 - - - 2,520 0.00 X
2004 - - - 2,398 0.00 X
2003 - - - - 0.00 X
2002 - - - - 0.00 X
2001 - - - - 0.00 X
2000 - - - - 0.00 X

MEMPHISCITY SCHOOLS
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year
Fiscal QZAB Obligations Total State Shared
Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 547  $ - 3% 547 $ 101,127 184.88 X
2007 917 - 917 94,488 103.07 X
2006 917 - 917 85,380 93.13 X
2005 917 - 917 78,499 85.63 X
2004 844 678 1,522 76,656 50.38 X
2003 844 1,434 2,278 76,879 33.75 X
2002 369 1,434 1,803 78,917 43.77 X
2001 369 1,426 1,795 75,712 42.18 X
2000 - 1,418 1,418 71,767 50.60 X

MONTGOMERY COUNTY SCHOOLS"*
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year
Fiscal QZAB Obligations Total State Shared
Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 436 $ - 3% 436 $ 4,231 9.70 X
2007 436 - 436 3,988 9.15 X
2006 176 - 176 3,772 21.43 X
2005 176 - 176 3,688 20.96 X
2004 176 - 176 3,624 20.59 X
2003 176 - 176 3,556 20.21 X
2002 - - - 3,576 0.00 X
2001 - - - 3,504 0.00 X
2000 - - - 3,280 0.00 X
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OAK RIDGE CITY SCHOOLS"
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 510 $ 1,219 $ 1,729 $ 3,965 229 X
2007 509 $ 1,219 1,728 3,509 2.03 X
2006 441  $ 1,219 1,660 3,161 1.90 X
2005 - 1,560 1,560 2,922 187 X
2004 - 1,760 1,760 2,975 1.69 X
2003 - 1,258 1,258 - 0.00 X
2002 - 1,258 1,258 - 0.00 X
2001 - 1,258 1,258 - 0.00 X
2000 - 1,258 1,258 - 0.00 X

RHEA COUNTY SCHOOLS"
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 112 % - % 112 $ 2,609 23.29 X
2007 112 - 112 2,473 22.08 X
2006 78 - 78 2,345 30.07 X
2005 78 - 78 2,301 29.50 X
2004 78 - 78 2,249 28.83 X
2003 78 - 78 2,208 28.31 X
2002 78 - 78 2,219 28.45 X
2001 78 - 78 2,161 27.70 X
2000 - - - 2,145 0.00 X

SCOTT COUNTY SCHOOLS?
STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ - $ - $ 2,382 0.00 X
2007 - - - 2,276 0.00 X
2006 - - - 2,200 0.00 X
2005 440 - 440 2,164 492 X
2004 140 - 140 2,131 15.22 X
2003 115 - 115 2,090 18.17 X
2002 71 - 71 2,104 29.64 X
2001 - - - 2,036 0.00 X
2000 - - - 1,963 0.00 X

(Continued)
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(Continued from previous page)

DEBT SERVICE COVERAGE
TENNESSEE STATE SCHOOL BOND AUTHORITY
QUALIFIED ZONE ACADEMY BOND PROGRAM

FOR THE LAST SEVEN YEARS

(Expressed in Thousands)

UNICOI COUNTY SCHOOLS

STATE SHARED TAX OBLIGATIONS

Other Pledged Prior Year

Fiscal QZAB Obligations Total State Shared

Year Obligations (Non-Authority) Obligations Taxes Coage
2008 $ 197 % - % 197 $ 1,684 8.55 X
2007 197 - 197 1,603 8.14 X
2006 197 - 197 1,541 7.82 X
2005 74 - 74 1,480 20.00 X
2004 74 - 74 1,514 20.46 X
2003 - - - 1,489 0.00 X
2002 - 15 15 1,473 98.19 X
2001 - 4 4 1,449 362.35 X
2000 - - - 1,435 0.00 X

Note: Thefirst QZAB bond wasissued on November 30, 1999.

Source: Data on State-Shared Taxesisprovided by Tennessee Department of Revenue.
. Coveragefor current and/or prior yearsiszero duetono QZAB loans or other obligations.

2 Borrower has paid-off QZAB loan.
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